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Joim Application of Frontier Communications Corporation ("Frontier"), New
Communications of the Carolinas Inc. ("NewILEC"), New Communications Online and

Long Distance Inc. ("NewLD"), Verizon South Inc. ("Verizon South"), Verizon Long

Distance LLC ("VLD") and Verizon Emerprise Solutions LLC ("VES")

Dear Mr. Terreni:

I am enclosing the original and ten (10) copies of the Joint Application for filing with the Public

Service Commission on behalf of Frontier Communications Corporation ("Frontier"), New

Communications of the Carolinas Inc. ("NewILEC"), New Communications Online and Long Distance

Inc. ("NewLD"), Verizon South Inc. ("Verizon South"), Verizon Long Distance LLC ("VLD") and

Verizon Enterprise Solutions LLC ("VES"). This filing is made pursuant to S.C. Code §§ 58-3-230, 58-9-

300 and 58-9-310.

A copy of this filing is also being serve_t'_on the Office of Regulatory Staff via delivery upon C.

Dukes Scott at their office located at 1401 Main _/treet, Suite 900, Columbia, S.C. 29201. If you should

have any questions or concerns regarding this n_aJ_er, please feel free to contact me at (803) 771-4400.

SWIt/tbj
Enclosures

_.Hly' /_

C. Jo Anne Wessinger Hill

Co: C. Dukes Scott, Esquire, Executive Director, Office of Regulatory Staff

Nanette S. Edwards, Esquire, Office of Regulatory Staff

Kevin Saville, Esquire

Dulaney L. O'Roark, Esquire

Stan Bugner
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JOINT APPLICATION

This joint application ("Application") is filed by Frontier Communications Corporation

("Frontier"), New Communications of the Carolinas Inc. ("NewILEC"), New Communications

Online and Long Distance Inc. ("NewLD"), Verizon South Inc. ("Verizon South"), Verizon

Long Distance LLC ("VLD") and Verizon Enterprise Solutions LLC ("VES") for approval of the

transfer of certain local exchange and long distance businesses in South Carolina to companies to

be owned and controlled by Frontier and for such other approvals as may be deemed necessary to

complete this transaction ("Transaction"). This Application is filed pursuant to S.C. Code §§ 58-

3-230, 58-9-300 and 58-9-310.

As discussed in greater detail below, the essence of the Transaction as it relates to South

Carolina is that Verizon South's incumbent local exchange carrier ("ILEC") operations will be

transferred in their entirety to NewILEC, which will become controlled by Frontier pursuant to a

parent company merger. Likewise, certain long distance customers of VLD and VES in South

Carolina will be transferred to NewLD, a subsidiary to be acquired by Frontier. Upon closing,

Frontier will own and control and its board of directors and management will manage the

Verizon businesses transferred as part of the Transaction. After the Transaction closes,



NewILEC andNewLD will operateasFrontier subsidiarieswith differentnames,but will have

the sametariffs and will offer substantiallythe sameregulatedretail and wholesaleservices

underthe samerates,terms,andconditionsthat exist today.

With this Transaction,consumersin the SouthCarolinaserviceareasto be acquiredby

Frontierwill join consumersacrossFrontier's territories and becomea key strategicfocus of

Frontier. Frontier is a wireline communicationscompany serving predominately rural and

smallercommunities,whereit hasaproventrack recordof success.TheTransactionwill allow

Frontierto build on that successovermuchbroaderareasandgeneratesubstantialpublic interest

benefits.

TheproposedTransactionwill promotebroadbanddeploymentandinvestmentin South

Carolina. Frontierhasastrongrecordof deployingbroadbandin communitiesit serves. Indeed,

increasingbroadbandavailability in its new footprintwill beabusinessimperativefor Frontierin

order to retain customersand to reduce the accessline loss Verizon has recently been

experiencingin these areas. Frontier will also bring to these communities its innovative

customerserviceprograms,suchasits programto assistnew subscribersfor broadbandservices

by sendinga technicianto a customer'shometo setup serviceand ensurethat consumersare

comfortable navigating and using high-speedservicesin the home. Frontier believes that

through a combination of investment and high-quality customer service, the proposed

Transactionwill make Frontier a strongercompetitor to the benefit of consumersin South

Carolinaandtheotherareasit serves.

Just as significantly, the Transactionwill provide Frontier with a stronger financial

structureandwill not result in anycompetitiveharm. Noneof the localexchangesbeingacquired

by Frontierfrom Verizonoverlapwith anyof the local exchangesalreadyservedby Frontier,and



Frontier and Verizon do not currently compete for local customersin any of the affected

exchanges. As a result, the Transactionwill not reduce the number of local exchange

competitorsin anyregion. Moreover,asnotedabove,theTransactionwill be seamlessfor retail

andwholesalecustomers.

Further,becauseFrontierwill not needto convertbilling andotheroperationalsystemsat

or before closing, the transition will be seamlessto customers. Frontier will use the same

supportsystemsVerizon usestoday to serveits customers- thesesystemswill be transferredto

Frontier. In short, the Transactionwill be seamlessand transparentto the affected South

Carolinacustomers,andafter the mergerthesecustomerswill be servedby Frontier,which has

extensiveexperiencein suchoperationsandwill be in a strongpositionto provide serviceto its

newcustomersin SouthCarolina.

I. The Parties and the Transaction

A. The Parties

1. Frontier is a corporation organized under the laws of the state of Delaware, with

its primary address at 3 High Ridge Park, Stamford CT 06905. Frontier is a publicly traded

holding company with its stock listed on the New York Stock Exchange under the symbol

"FTR." Frontier is a full-service communications provider and is one of the largest providers

serving predominately rural communities and smaller cities. Frontier offers telephone, television

and Internet services, as well as bundled offerings, wireless Internet data access, data security

solutions and specialized bundles for small, medium and large businesses and home offices in 24

states. In 2008, Frontier's revenue was $2.2 billion, with a net income of $182.7 million. 1

I Frontier Communications' most recent 10-K (filed February 27, 2009) and 10-Q (filed May 07, 2009) filings with

the Securities and Exchange Commission are available at



Frontier has approximately 5,600 employees and serves a total of 2.8 million voice and

broadband connections, including 2.3 million access lines.

2. NewILEC and NewLD are Delaware corporations formed for the purposes of the

series of internal reorganizations and transactions described in this Application. The address of

both of these corporations is HQE03H09, 600 Hidden Ridge, Irving, TX 75038.

3. Verizon South is a Virginia corporation with its primary address at 703 East

Grace Street, Richmond, Virginia 23219. Verizon South has authority to provide local exchange

services in South Carolina without a certificate of public convenience and necessity ("CPCN")

pursuant to S.C. Code § 58-9-280. It provides service to 38 exchanges in 23 counties. 2 Verizon

South has approximately 127,000 access lines in its territory. Verizon South is an indirect,

wholly owned subsidiary of Verizon Communications Inc. ("Verizon").

4. VLD is a Delaware limited liability company with its primary address at 1320

North Court House Road, Arlington, Virginia 22201. VLD holds a CPCN to provide

competitive interLATA and intraLATA resold telecommunications (except local exchange

services) in South Carolina pursuant to Order No. 96-377. VLD is an indirect, wholly owned

subsidiary of Verizon Communications.

5. VES is a Delaware limited liability company with its primary address at 1320

North Court House Road, Arlington, Virginia 22201. VES holds a CPCN to provide competitive

interLATA and IntraLATA resold telecommunications (except local exchange services) in South

http://www.sec.g_v/Archives/_dgar/data/2_52_/_____2_52__9_____9/f_rm_ _k4q2__8.txt and
http://www.sec.g_v/Archives/edgar/data/2_5 2_/_____2_5 2__9____23/f_rm_ _q _q_9.txt_ respectively.

2
Verizon South provides local exchange service in the following exchanges: Abbeville, Andrews, Bishopville,

Bowman, Calhoun Falls, Conway, Ehrhardt, Elloree, Fairfax, Georgetown, Hemingway, Hollywood, Jackson,
Johnsonville, Kingstree, Lake City, Lamar, Laurens, Little River, Long Bay, Manning, McCormick, Myrtle Beach,
North Myrtle Beach, Ocean View, Olanta, Olar, Pamplico, Pawleys Island, Santee, Shaw View Heights,
Simpsonville, Summerton, Sumter, Walterboro, Winnsboro, Woodruff and Yemassee.



Carolina pursuant to Order No. 96-732.

Communications.

B.

VES is an indirect, wholly owned subsidiary of Verizon

The Transaction

6. On May 13, 2009, Frontier, Verizon and New Communications Holdings Inc.

("NCH") entered into an Agreement and Plan of Merger (the "Merger Agreement") under which

Frontier will acquire approximately 4.8 million access lines (and certain related assets) currently

owned by subsidiaries of Verizon in Arizona, Idaho, Illinois, Indiana, Michigan, Nevada, North

Carolina, Ohio, Oregon, South Carolina, Washington, Wisconsin and West Virginia as well as

portions of California bordering Arizona, Nevada and Oregon ("Territory"). The Merger

Agreement filed with the Securities and Exchange Commission ("SEC") is attached as Exhibit 1

and is available for review online at

http://www.sec.gov/Archives/edgar/dataJ20520/OOOO95015709000266/ex2-1.htm. On the same

date, Verizon and NCH entered into a Distribution Agreement. A copy of the Distribution

Agreement filed with the SEC is attached as Exhibit 2 and is available for review online at

http://www.sec.gov/Archives/edgar/dataJ20520/000095015709000266/ex 10-1 .htm.

7. The Merger Agreement and Distribution Agreement are designed to: (a) establish

a separate entity (i.e., NCH) as the holding company for Verizon's local exchange, long distance

and related business activities in the acquired Territory described above; (b) spin-off the stock of

that new entity to Verizon shareholders; and then (c) immediately merge the new entity into

Frontier.

8. More specifically, the Transaction will be completed through several steps

(including a series of intermediate internal steps at Verizon):



(a) NCH will serveas the holding companyfor the local exchange,long distanceand

relatedbusinessesin SouthCarolina andthe other affectedstatesthat are being transferredto

Frontier. As noted above,NCH currently is a subsidiaryof Verizon; after the transactions

describedbelow, it will bemergedinto Frontier. Frontierwill be the surviving entity, andwill

thenown andcontrol theVerizon assetsbeingtransferredthroughthe Transactionaswell as its

currentbusinessoperationsin SouthCarolina.

(b) NCH has two newly formedsubsidiaries:(a) New CommunicationsILEC Holdings

Inc. ("NCIH"), which will own the stock of NewILEC and the other operating ILECs in the

affected states; and (b) NewLD, which will hold the accounts receivablesand customer

relationshipsrelatedto the longdistanceoperations(andotheroperations)in SouthCarolinaand

theotheraffectedstates.

(c) Througha seriesof intra-corporatestocktransfers,Verizon will transfer(or causeto

be transferred)the stockof NewILEC andtheotheraffectedILECs to NCIH.3 Similarly, VLD

andVES will transfertheir accountsreceivablesandcustomerrelationshipsrelatedto their long

distanceoperationsin SouthCarolinaandtheotheraffectedstatesto NewLD.

(d) Thestockof NCH will thenbedistributedto Verizonshareholders- thatis, NCH will

be "spun off" from Verizon to Verizon's shareholders. Immediately following this spin-off,

NCH will be merged into Frontier, and Frontier will be the surviving holding company,

operatingunder its existingname and corporatestructure,but also owning all of the stock of

NCH's subsidiaries,NCIH and NewLD. (Oncethe mergeris completed,NCH will ceaseto

exist; thus, NCIH andNewLD will be direct subsidiariesof Frontier,andNewILEC will be an

indirectsubsidiary.)

3TheassetsandbusinesstobetransferredtoNCIH(aswellastheassetsandbusinessthatarenotbeingtransferred)
aremorefullydescribedintheDistributionAgreementbetweenVerizonandNCH. SeeExhibit2.



9. Frontierwill not acquireall of Verizon South'soperations- it will acquireonly

Verizon's operationsin SouthCarolina,North Carolina,andIllinois. Accordingly, prior to the

spin-off of NCH andits mergerinto Frontier,Verizon Southwill assignits assets,liabilities, and

customerrelationshipsrelating to its ILEC operationsin SouthCarolina, North Carolina,and

Illinois to NewILEC. Verizon Southalsowill transferthestockof NewILEC to NCIH througha

series of intermediatetransfers, such that NewILEC will become a direct, wholly owned

subsidiaryof NCIH and an indirect, wholly ownedsubsidiaryof NCH. In this way, after the

mergerof NCH into Frontier,Frontierwill be theparentof NewILEC. Also, after themerger,

Verizon will continue to own Verizon South, which will continue to serve its territory in

Virginia. Exhibit 3 includes slides that describethe Transactionand depict the corporate

structurepre-andpost-merger.

10. Immediately following the completion of the Transaction,Verizon's end-user

customerswill continue to receive substantiallythe sameservices,service rates,and service

termsandconditionsas immediatelyprior to the Transaction. NewILEC andNewLD will file

new tariffs appropriateto adoptthe rates,terms and conditions in the tariffs under which the

Verizon companieshave beenoperatingin SouthCarolina; therefore,customerswill continue

receiving substantiallythe same services,at the samerates and with the same terms and

conditions,astheywerereceivingbeforetheTransaction.

11. Upon completion of the Transaction,the Commission will retain the same

regulatoryauthorityover NewILEC andNewLD that the Commissionhasover Verizon South,

VLD andVES prior to theconsummationof theTransaction.



12. NewlLEC and NewLD will assumeVerizon South's wholesale obligations,

including contracts,to SouthCarolinawholesalecustomersand to othercarriersto the extent

applicable.

13. NewILEC and NewLD will conductbusinessin SouthCarolina in accordance

with all applicable laws, rules and Commissionorders. Frontier will changethe namesof

NewILEC andNewLD; and it will makeall necessaryfilings to accomplishthe namechanges.

Similarly, any subsequentservice or price changeswill be made in accordancewith all

applicablelaws,rulesandCommissionorders.

14. At thecompletionof the Transaction,Frontierwill own andcontrol andits board

of directorsandmanagementwill manageboth theVerizon operationsbeing transferredthrough

theTransaction.Specifically,Frontierwill own andcontrolNewILEC andNewLD.

II. Approval Under S.C. Code § 58-9-310

15. The parties request approval under S.C. Code § 58-9-310, which provides in

pertinent part that "[n]o telephone utility, without the approval of the Commission after due

hearing and compliance with all other existing requirements of the laws of the State in relation

thereto, may sell, transfer, lease, consolidate, or merge its property, powers, franchises, or

privileges or any of them." The Commission approves transactions under this statute if they are

in the public interest. 4 This Transaction clearly is in the public interest.

16. Frontier currently has approximately 2.3 million access lines in 24 states, and is a

4 See, e.g., In Re Application for Approval of the Mergers of CTC Long Distance Services, LLC and CTC Exchange
Services, Inc. with Windstream Communications, Inc., Order No. 2008-296, Docket No. 2007-464-C (2008); In Re

Application of Sprint Nextel Corporation for Approval of the Transfer of Control of United Telephone Company of
the Carolinas, Sprint Long Distance, Inc. and Sprint Payphone Services, Inc. from Sprint Nextel Corporation to
LTD HoMing Company, Order No. 2005-690, Docket No. 2005-246-C (2005); In Re Joint Application of Matrix

Telecom, Inc. and Global Crossing Telecommunications, Inc., Global Crossing Local Services, Inc. and Global

Crossing Telemanagement, Inc. for Expedited Approval of a Transfer of Certain Assets and a Waiver of Applicable

Anti-Slamming Regulations, Order No. 2005-496, Docket No. 2005-75-C (2005).



leading and respected provider of telecommunications services to rural and small urban markets

across the country. Frontier and its operating companies are dedicated to providing their

customers high quality service at reasonable rates, and have a rich history in serving rural areas.

To ensure that it places the customer first, Frontier has pursued a strategy of focusing on and

enhancing its local presence in the communities in which it operates. With the proposed

Transaction, the residential and business consumers in the service areas it is acquiring from

Verizon will become a key strategic focus for Frontier.

17. The Transaction will accelerate Frontier's growth, creating a much larger

company with increased financial strength and flexibility. Frontier will be the fifth-largest ILEC

in America, serving predominantly rural communities, and it will have 8.6 million voice and

broadband connections, including more than 7 million access lines and $6.5 billion in revenues.

It will be the largest provider of voice, broadband and video services focused on rural to smaller

community markets in the United States.

18. Frontier has a highly successful track record of acquiring, operating and investing

in telecommunications properties nationally, including over 750,000 access lines it purchased

from Verizon between 1993 and 2000. And in more recent years, Frontier has successfully

integrated other telecommunications companies, including Rochester Telephone in New York,

Commonwealth Telephone Company in Pennsylvania and Global Valley Networks in California.

In these transactions Frontier successfully integrated its operations and consolidated different

operating systems, including five different billing systems.

19. As noted above, the Transaction will be transparent to the current customers of

Verizon South, VLD and VES in South Carolina. Customers will receive substantially the same

services post-merger that they received pre-merger, and at the same prices. No existing customer



servicewill be discontinuedor interruptedasa result of the Transaction. Frontier will usethe

sameoperationalsystems- suchasordering andbilling systems- that Verizon usestoday to

provideservice;indeed,Verizon will transferthesesystemsandcustomersupportsystemsprior

to closingasapartof theTransactionfor aseamlesscustomertransition.

20. To further ensurethe transition is seamlessto customers,Verizon and Frontier

representativeswill work togetherso that Frontier can ensurecustomercontinuity including

billing, customer account systems,and plant record systems. Frontier will use the same

operationalsystemsthat Verizon usestoday to provide service. At closing, Frontierwill have

full control over thesesystems.Also, Verizon will continueto provide systemsupportfor not

less than a year after close,and Frontier may elect to take all or someof the supportfrom

Verizonafterthefirst year.

21. The Transaction will not have any adverse impacts on wholesale service

customersin South Carolina. Frontier will retain all obligations under Verizon's current

interconnectionagreementsand other existing arrangements,in addition to the statutory

obligationsapplicableto all incumbentLECs.

22. Frontier also will continue to be managed by employees with extensive

knowledgeof the local telephonebusinessesand with a commitmentto needs of the local

community. Frontier's current and experiencedgroup of executives, including Maggie

Wilderotter,ChairmanandChief ExecutiveOfficer, Don Shassian,Chief FinancialOfficer, and

Dan McCarthy, Chief Operating Officer, will continue to lead the company following the

completionof the Transaction. The leadershipteamhas a solid track record and a focus on

bringing "big-city" communicationsservicesto rural markets,including a commitmentto an

organizationthat focusedon individual communityneed. In addition,Frontier will strengthen

10



the local operationalpresenceand the local operations. Frontier will have or assign local

managerslocated in South Carolina with day-to-day responsibility for working with and

respondingto localcustomerneeds.

23. Frontier and Verizon will also provide a smooth transition for employees.

Frontier will continue to employ the Verizon company employeesthat are experiencedand

dedicatedto the provision of local servicesin SouthCarolina. The customerservice,network

andoperationsfunctions that arecritical to Frontier's successwill continueafter the proposed

Transactionis complete. Frontierwill honor the union labor agreementsin the affectedstates

andwill work constructivelywith union leaders.Verizonwill fundpensionsfor thepre-closing

serviceof employeesmoving to Frontier, andVerizon will remainresponsiblefor peoplewho

retirefrom thetransferredareasbeforeclosing.

24. Following completion of the Transaction,Frontier will be able to generate

improved operational performance through the deployment of Frontier's technology and

processesin the acquiredserviceareasin SouthCarolina. For example,Frontierwill bring to

thesecommunitiesits innovative customerserviceprograms,suchas easingthe transitionto

broadbandby sendingatechnicianto customers'homesto setup that service,setup theportal in

thehome,makesurethecomputeris freeof viruses,and ensurethat consumersarecomfortable

on how to navigateand utilize high-speedservicesin the home. Customerswill benefit from

accessto theseofferings,andFrontierwill benefitfrom attractingandretainingcustomerswhose

needsaresatisfiedby its offeringsandcustomercare.

25. Frontierwill haveanevenstrongerbalancesheetandgreatercashflow generation

capabilities. Most notably, this Transaction will "delever" Frontier, i.e., it will reduce

11



significantlythe company'sdebt-to-EBITDAratio.5 Theincreasedfinancial strengthis expected

to improve Frontier's accessto capital and lower its cost of capital, which will inure to the

benefitof theSouthCarolinaoperatingcompaniesandtheir customers.

26. This strongerfinancial structurewill allow Frontier to makegreaterinvestments

in broadbandinfrastructureover time that arebeyondthe scopeof Verizon's currentpriorities.

Frontierrecognizesthat broadbandis a catalystfor a healthylocal economyandjob growth,and

increasingbroadbandinvestmentover time will be a businessimperative for Frontier. Indeed,

broadbandis akey componentof Frontier'sbusinesscasefor servingrural areas,both to provide

anadditional sourceof revenuesand to limit the rateof line lossesgoing forward. In its rural

areas,Verizon recently hasbeen averagingover 10% accessline lossper year. Frontierhas

determinedthat portionsof theareasit is proposingto acquirefrom Verizon arenotservedor are

underservedby terrestrial broadbandservice. To compete,and to retain the customersit

proposesto acquire,Frontier's plan over time is to focuson and invest in broadbandin South

Carolina. Bringing broadbandserviceto unservedareasis a substantialbusinessopportunityfor

Frontieranda significantbenefitto customers.Indeed,Frontier's focuson deployingbroadband

widely in its service areasis reflected in its track record. Over time, Frontier has made

broadbandconnectionsavailable to over 90% of its customersin its existing serviceareas,

whereasVerizon's operatingcompaniesoffer broadbandto about 60 percentof the homesand

businessesin theareasFrontier is acquiring.

27. The Transaction is

Telecommunicationsand Information

occurring at a critical time, as the National

Administration and Rural Utilities Service are both

working to implement the broadbandprovisionsof the AmericanReinvestmentand Recovery

s Currently, Frontier Communication's net leverage is approximately 3.8 x EBITDA; after the transaction, its net
leverage will be reduced to 2.6 x EBITDA. (EBITDA is earnings before interest, taxes, depreciation, and

amortization.)

12



Act of 2009. Obviously,Frontier, like all private telecommunicationsproviders,must awaitthe

final rulesfor thoseprogramsto determinewhetherit canseek"stimulus" funding; nonetheless,

it would benefit the consumersin SouthCarolina for this transfer to be approvedas soon as

possible,allowing Frontier to participate in that programwith respect to its newly acquired

propertieson thesamebasisasits otherpropertiesandthoseof otherproviders.

28. In summary,Frontierandits operatingcompaniesarededicatedto providing high

quality serviceat reasonablerates,andhavesignificant experiencein servingrural andsmaller

communitiesacrossthe country. The residentialand businessconsumersin the areasto be

acquiredby Frontierwill becomethekey strategicfocusfor thecompany. Frontierwill enhance

its local presencein the communitiesit servesandwill work to ensurethat it providesenhanced

servicesandcustomerexperiencesafter theTransactionoccurs. TheproposedTransactionwill

alsobolsterFrontier's financial strengthandenablethe companyto expandbroadbandandother

service offerings in South Carolina. The Commission, therefore, should conclude that the

Transactionpursuantto which Frontierwill ultimately own and control the Verizon incumbent

local exchangeandlong distanceservicesbusinessesin SouthCarolinais in thepublic interest.

llI. Relief Requested

29. At the completion of the Transaction, Verizon South no longer will conduct

business in South Carolina. Verizon South therefore respectfully requests the Commission to

approve its withdrawal from the market pursuant to S.C. Code § 58-9-300.

30. Because Verizon South commenced operations before June 16, 1950, it has been

authorized to provide telephone service in its territory without a CPCN. See S.C. Code § 58-9-

280. Verizon South has been subject to alternative regulation pursuant to S.C. Code § 58-9-576

since October 2000. As explained above, NewILEC will continue to provide substantially the

13



sameservices,servicerates, and serviceterms and conditionsto the end-userlocal exchange

customerspreviously servedby Verizon South. NewILEC thus will succeedVerizon Southas

the ILEC for the exchangesin Verizon South's territory. NewILEC thereforerequeststhat the

CommissiontransferVerizon South'sauthorizationto provide local exchangeservicein South

Carolinato NewILEC, subjectto alternativeregulation. Alternatively, NewILEC requeststhat

theCommissiongrantit a CPCNto providelocal exchangeservicein the exchangeslisted above

that are currently servedby Verizon South, subject to alternative regulation. Becausethe

Transactionincludes payphoneassets,NewILEC also requeststhat the Commissiontransfer

Verizon South's payphoneCPCN issued in Order No. 97-401, Docket No. 85-150-C, to

NewILEC.

31.

interLATA

NewLD requeststhat the Commissiongrant it a CPCN to provide competitive

and intraLATA resold telecommunications(except local exchange services)

throughoutSouthCarolina,subjectto alternativeregulationpursuantto S.C.Code§ 58-9-585.

This will enableNewLD to conductthe long distancebusinesstransferredto it by VLD and

VES. (VLD andVES will continueto providesomelong distancetelecommunicationsservices

in SouthCarolina,andthereforewill maintaintheir CPCNs.)

32. NewLD requeststhat the requirementsof S.C.Code§ 58-3-230be waivedwith

respectto thetransferof customersfrom VLD andVES to NewLD. New IXC will complywith

all federalandstaterequirementsregardingthetransferof thesecustomers.

33. The Commission designated Verizon South as an Eligible

TelecommunicationsCarrier ("ETC") in OrderNo. 97-958. BecauseNewILEC will continueto

provide substantiallythe sameservices,servicerates,and serviceterms and conditionsto the

end-user local exchangecustomerspreviously served by Verizon South, and will be the

14



successorILEC for Verizon South's serviceterritory, NewILEC requeststhat it be given the

sameETC designationpreviouslygrantedto Verizon South. As the successorILEC for Verizon

South'sserviceterritory,NewILEC will meetall federalandstateETC requirements.

34. The parties further requestthat the Commissionapprovethis Transactionunder

S.C.Code§ 58-9-310andto takesuchothermeasuresasthe Commissionmay deemnecessary

to completethe Transactiondescribedin this Application. Thepartiesrespectfullyrequestthat

theCommissionapprovetheproposedTransactionwithin 120days.

WHEREFORE,Frontier,NewILEC, New_, Verizon South,VLD andVES respectfully
/1

request that their Application be granted. -,_Ir///

Respectfully submitted on May __ _20_9.

Ste'een W. Hamm, Esquire

C. Jo Anne Wessinger Hill, Esquire

Richardson, Plowden & Robinson, P. A.

1900 Bamwell Street

Columbia, South Carolina 29202

Tel: (803) 771-4400

shamm@richardsonplowden.com

jhill@richardsonplowden.com

Of Counsel:

Dulaney L. O'Roark III

General Counsel - Southeast Region

5055 North Point Parkway, Floor 1

Alpharetta, Georgia 30022

Tel: (678) 259-1449

De.oroark@one.verizon.com
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Kevin Saville

Associate General Counsel

Frontier Communications

2378 Wilshire Blvd.

Mound, MN 55364

Tel: (952) 491-5564

Kevin.Saville@frontiercorp.com

COUNSEL FOR FRONTIER, NEwILEC, NEwLD, VERIZON

SOUTH, VLD AND VES

May 29, 2009

Columbia, South Carolina.

16



BEFORE THE
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Frontier Communications Corporation, )

New Communications of the Carolinas Inc., )

New Communications Online and )

Long Distance Inc., Verizon South Inc., )

Verizon Long Distance LLC, and Verizon )

Enterprise Solutions LLC for Approval )
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CERTIFICATE OF SERVICE

This is to certify that I, an employee of the law firm of Richardson Plowden & Robinson,

PA, have caused to be served this day, May 29, 2009 one (1) copy of the Joint Application on

behalf of Frontier Communications Corporation ("Frontier"), New Communications of the

Carolinas Inc. ("NewILEC"), New Communications Online and Long Distance Inc. ("NewLD"),

Verizon South Inc. ("Verizon South"), Verizon Long Distance LLC ("VLD") and Verizon

Enterprise Solutions LLC ("VES") in the above referenced docket by placing a copy of same via

hand delivery upon the following:

C. Dukes Scott, Esquire

Executive Director

Office of Regulatory Staff

1401 Main Street, Suite 900

Columbia, South Carolina 29201

Nanette S. Edwards, Esquire

Chief Counsel & Director of Legal Services

Office of Regulatory Staff

1401 Main Street, Suite 900

Columbia, South Carolina 29201

,_:t c: > 1)- )

; ii--_ rw
• -()

,-__;/ ; ""D _'_

"Carl E. Bell "_

May 29, 2009

Columbia, South Carolina
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BY AND AMONG

VERIZON COMMUNICATIONS INC.,

NEW COMMUNICATIONS HOLDINGS INC.

AND

FRONTIER COMMUNICATIONS CORPORATION
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AGREEMENTANDPLANOFMERGER

THIS AGREEMENT AND PLAN OF MERGER, dated as of May 13, 2009 (this "A_eement"), is by and among

VERIZON COMMUNICATIONS INC., a Delaware corporation ("Verizon"), NEW COMMUNICATIONS HOLDINGS

INC., a Delaware corporation ("_"), and FRONTIER COMMUNICATIONS CORPORATION, a Delaware corporation

(the "_").

WHEREAS, Spinco is a newly formed, wholly-owned, direct Subsidiary of Verizon;

WHEREAS, on or prior to the Distribution Date (as such term, and each other capitalized term used herein and not

defined, is defined in Article I hereof), and subject to the terms and conditions set forth in the Distribution Agreement entered

into by and between Verizon and Spinco on the date hereof (the "Distribution Agreement"), GTE Corporation, a New York

corporation ("GTE"), which is a majority-owned, direct Subsidiary of Verizon, will cause the formation of New

Communications ILEC Holdings Inc. ("ILEC Spinco Holdings"), which will be a wholly-owned direct Subsidiary of GTE;

WHEREAS, on or prior to the Distribution Date, Verizon and GTE will transfer or cause to be transferred to ILEC

Spinco Holdings certain Spinco Assets (including all of the capital stock of the ILEC Spinco Subsidiaries) and Spinco

Liabilities in the manner set forth in the Distribution Agreement and will distribute all of the capital stock oflLEC Spinco

Holdings to Verizon (such transfers and the distribution, the "Internal Spinoff', and, together with any other internal

distribution of stock made by the Verizon Group and any transfer of Spinco Assets and Spinco Liabilities made to the ILEC

Spinco Subsidiaries in connection with the transactions contemplated by this Agreement and the Distribution Agreement, the

"Internal Spinoffs");

WHEREAS, on or prior to the Distribution Date, certain Subsidiaries of Verizon will transfer to Verizon or GTE, as

the case may be, via intercompany distributions or sales or otherwise, certain Spinco Assets and Spinco Liabilities in the

manner set forth in the Distribution Agreement (the "Internal Restructuring");

WHEREAS, on or prior to the Distribution Date, Spinco will distribute to Verizon the Spinco Securities and pay to

Verizon the Special Payment, all of which will occur in exchange for Verizon transferring to Spinco all of the capital stock of

ILEC Spinco Holdings and certain other Spinco Assets and Spinco Liabilities relating to the non-ILEC portion of the Spinco

Business in the manner set forth in the Distribution Agreement (the transactions described in this recital, collectively, the

"Contribution");



WHEREAS,uponthe terms and subject to the conditions set forth in the Distribution Agreement, on the

Distribution Date, Verizon will distribute all of the issued and outstanding shares of Spinco Common Stock to the

Distribution Agent for the benefit of the holders of the outstanding Verizon Common Stock (the "Distribution");

WHEREAS, at the Effective Time and immediately after the Distribution, the parties will effect the merger of

Spinco with and into the Company, with the Company continuing as the surviving corporation, all upon the terms and subject

to the conditions set forth herein;

WHEREAS, the Board of Directors of the Company has (i) determined that the Merger and this Agreement are

advisable, fair to, and in the best interests of, the Company and its stockholders and has approved this Agreement and the

transactions contemplated hereby, including the Merger, and the issuance of shares of Company Common Stock pursuant to

the Merger, and (ii) recommended the adoption by the stockholders of the Company of this Agreement;

WHEREAS, the Board of Directors of Spinco has (i) determined that the Merger and this Agreement are advisable,

fair to, and in the best interests of, Spinco and its sole stockholder, Verizon, and has approved this Agreement and the

Distribution Agreement and the transactions contemplated hereby and thereby, including the Contribution, the Distribution

and the Merger, and (ii) recommended the adoption by Verizon, as the sole stockholder of Spinco, of this Agreement;

WHEREAS, the Board of Directors of Verizon has approved this Agreement and the Distribution Agreement and

the transactions contemplated hereby and thereby, including the Internal Spinoffs, the Internal Restructuring, the

Contribution, the Distribution and the Merger;

WHEREAS, the parties to this Agreement intend that (i) each Internal Spinoff qualify as a distribution eligible for

nonrecognition under Sections 355(a), 355(c) and/or 361(c) of the Code, as applicable; (ji) the Contribution, together with the

Distribution, qualify as a tax-free reorganization under Section 368(a)(1)(D) of the Code, (iii) the Distribution qualify as a

distribution of Spinco stock to Verizon stockholders eligible for nonrecognition under Sections 355(a) and 361(c) of the

Code, (iv) no gain or loss be recognized by Verizon for federal income tax purposes in connection with the receipt of the

Spinco Securities (as defined herein) or the consummation of the Debt Exchange (as defined herein), (v) the Special Payment

qualify as money transferred to creditors or distributed to shareholders in connection with the reorganization within the

meaning of Section 361 (b)(1) of the Code, to the extent that Verizon distributes the Special Payment to its creditors and/or

shareholders in connection with the Contribution, (vi) the Merger qualify as a tax-free reorganization pursuant to Section 368

of the Code, and (vii) no gain or loss be recognized as a result of such transactions for federal income tax purposes by any of

Verizon, Spinco, and their respective stockholders and Subsidiaries (except to the extent of cash received in lieu of fractional

shares); and
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WHEREAS, the parties to this Agreement intend that, except as set forth in Section 2.3 of the Distribution

Agreement, throughout the internal restructurings taken in contemplation of this Agreement, including the Internal Spinoffs,

the Internal Restructurings, the Contribution and the Distribution, and throughout the Merger, the Spinco Business

Employees shall maintain uninterrupted continuity of employment, compensation and benefits, and also for union represented

employees, uninterrupted continuity of coverage under their collective bargaining agreements, in each case as contemplated

by and provided in the Employee Matters Agreement.

NOW, THEREFORE, in consideration of these premises, the representations, warranties, covenants and agreements

set forth in this Agreement, and for other good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, the parties, intending to be legally bound hereby, agree as follows:

ARTICLE I

DEFINITIONS

1.1 "Action" has the meaning set forth in Section 7.12(c).

1.2 "Additional Company SEC Documents" has the meaning set forth in Section 6.4(b).

1.3 "Affiliate" means a Person that, directly or indirectly, through one or more intermediaries, controls or is

controlled by, or is under common control with, a specified Person. The term "control" (including, with correlative

meanings, the terms "controlled by" and "under common control with"), as applied to any Person, means the possession,

direct or indirect, of the power to direct or cause the direction of the management and policies of such Person, whether

through the ownership of voting securities or other ownership interest, by contract or otherwise; _, however, that for

purposes of this Agreement, (_i) from and after the Distribution Date, no member of either Group shall be deemed an Affiliate

of any member of the other Group and (ii) none of Cellco Partnership or any of its Subsidiaries shall be deemed Affiliates or

Subsidiaries of Verizon.
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1.4 "Aggregate Merger Consideration" has the meaning set forth in Section 3.1(a).

1.5 "Agreement" has the meaning set forth in the Preamble hereto.

1.6 "Approved for Listing" means, with respect to the shares of Company Common Stock to be issued

pursuant to the Merger, that such shares have been approved for listing on the NYSE, subject to official notice of issuance.

1.7 "Assets" has the meaning set forth in the Distribution Agreement.

1.8 "Back Office Support Services Agreement" has the meaning set forth in Section 7.22.

1.9 "Blended Customer Contracts" has the meaning set forth in the Distribution Agreement.

1.10 "Business Day" means a day, other than Saturday, Sunday or other day on which commercial banks in

New York, New York are authorized or required by applicable Law to close.

1.11

1.12

1.13

1.14

"_CALEA" has the meaning set forth in Section 5.19(b).

"Certificate of Merger" has the meaning set forth in Section 2.3.

"Change of Board Recommendation" has the meaning set forth in Section 7.4(b).

"Closing" has the meaning set forth in Section 2.2.

4
i
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1.15 "Closing Date" has the meaning set forth in Section 2.2.

1.16 "Closin.g_._Statement" has the meaning set forth in Section 3.1(a).

1.17 "Code" means the Internal Revenue Code of 1986, as amended from time to time.

1.18 "Communications Act" means the Communications Act of 1934, as amended.

1.19 "Com_" has the meaning set forth in the Preamble hereto.

1.20 "Company Acquisition" means, in each case other than the Merger or as otherwise specifically

contemplated by this Agreement, (i) anY merger, consolidation, share exchange, business combination, recapitalization or

other similar transaction or series of related transactions involving the Company or any of its Significant Subsidiaries; (ii) any

direct or indirect purchase or sale, lease, exchange, transfer or other disposition of the consolidated assets (including stock of

the Company Subsidiaries) of the Company and the Company Subsidiaries, taken as a whole, constituting 15% or more of the

total consolidated assets of the Company and the Company Subsidiaries, taken as a whole, or accounting for 15% or more of

the total consolidated revenues of the Company and the Company Subsidiaries, taken as a whole, in any one transaction or in

a series of transactions; (iii) any direct or indirect purchase or sale of or tender offer, exchange offer or any similar

transaction or series of related transactions engaged in by any Person following which any Person (including any "group" as

defined in Section 13(d)(3) of the Exchange Act) owns 15% or more of the outstanding shares of Company Common Stock;

or (iv) any other substantially similar transaction or series of related transactions that would reasonably be expected to

prevent or materially impair or delay the consummation of the transactions contemplated by this Agreement or the other

Transaction Agreements.

1.21 "Company Acquisition Proposal" means any proposal regarding a Company Acquisition.

1.22 "Company Approvals" has the meaning set forth in Section 6.3(d).

5
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1.23 "Company Average Price" means the average of the volume weighted averages of the trading prices of

the Company Common Stock, as such prices are reported on the NYSE Composite Transactions Tape (as reported by

Bloomberg Financial Markets or such other source as the parties shall agree in writing), for the 30 consecutive trading days

ending on the third trading day immediately preceding the Effective Time; _, however that (x) if an ex-dividend date

is set for the Company Common Stock during this 30-day period, then the trading price for a share of Company Common

Stock for each day during the portion of such period that precedes such ex-dividend date shall be reduced by the amount of

the dividend payable on a share of Company Common Stock, (y) if such average of the volume weighted averages of the

trading prices of the Company Common Stock exceeds $8.50, then the Company Average Price shall equal $8.50 and (z) if

such average of the volume weighted averages of the trading prices of the Company Common Stock is less than $7.00, then

the Company Average Price shall equal $7.00.

1.24 "Company Benefit Agreements" has the meaning set forth in Section 6.12(a).

1.25 "Company Benefit Plans" has the meaning set forth in Section 6.12(a).

!.26 "Company Board Recommendation" has the meaning set forth in Section 7.4(b).

1.27 "Company Common Stock" means the common stock, par value $0.25 per share, of the Company.

1.28 "Company Credit Agreements" means (i) the Credit Agreement, dated as of March 10, 2008, among the

Company, CoBank, ACB, as the administrative agent, the lead arranger and a lender, and the other lenders party thereto, (ii)

the Credit Agreement, dated as of May 18, 2007, among the Company, the lenders party thereto and Deutsche Bank AG New

York Branch, as the administrative agent, (iii) the Credit Agreement, dated as of December 6, 2006, among the Company,

CoBank, ACB, as the administrative agent, the lead arranger and a lender, and the other lenders party thereto and (iv) the

Loan Agreement, dated as of October 24, 2001, by and between the Company and Rural Telephone Finance Cooperative, as

amended, in each case as such agreement may be amended, supplemented or otherwise modified from time to time.

1.29 "Company Disclosure Letter" has the meaning set forth in the first paragraph of Article VI.
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1.30 "Company Employee" has the meaning set forth in Section 6.12(a).

1.31 "Company Financial Statements" has the meaning set forth in Section 6.4(a)(i).

1.32 "Company Licenses" has the meaning set forth in Section 6.15(a).

1.33 "Company Material Contracts" has the meaning set forth in Section 6.16(a).

1.34

Subsidiaries.
"Company Owned Real Property_" means all real property owned by the Company or the Company

1.35 "Company Registration Statement" means the registration statement on Form S-4, including the Proxy

Statement/Prospectus forming a part thereof, to be filed by the Company with the SEC to effect the registration under the

Securities Act of the issuance of the shares of Company Common Stock into which shares of Spinco Common Stock will be

converted pursuant to the Merger (as amended and supplemented from time to time).

1.36 "Company SEC Documents" has the meaning set forth in Section 6.4(a)(iv).

1.37 "Company Stockholders Meeting" has the meaning set forth in Section 7.4(a).

1.38 "Company Subsidiaries" means all direct and indirect Subsidiaries of the Company; _ however,

that none of Mohave Cellular Limited Partnership and its Subsidiaries shall be deemed Subsidiaries of the Company.

1.39 "Company Superior Proposal" has the meaning set forth in Section 7.11 (b).

1.40 "Company Tax Counsel" means Cravath, Swaine & Moore LLP or any other nationally recognized law

firm reasonably acceptable to Verizon.
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1.42

1.43

1.44

the Company.

1.41 "Company Third Party Intellectual Property." means any and all Intellectual Property Rights owned by

any Person other than the Company or any of its Subsidiaries that is used or held for use in the conduct of the business of the

Company.

"Company Voting Debt" has the meaning set forth in Section 6.2(b).

"Company's Knowledge_" has the meaning set forth in Section 11.13.

"Confidentiality Agreement" means the March 19, 2009 Nondisclosure Agreement between Verizon and

1.45 "Contract" or "agreement" means any loan or credit agreement, note, bond, indenture, mortgage, deed of

trust, lease, sublease, franchise, permit, authorization, license, contract (including collective bargaining agreements, side

letters, memoranda of agreement or understanding or any agreement of any kind), instrument, employee benefit plan or other

binding commitment, obligation or arrangement, whether written or oral, but excluding any franchise, permit, authorization

or license constituting a Company License or a Spinco License.

1.46 "Contributing Companies" has the meaning set forth in the Distribution Agreement.

1.47 "Contribution" has the meaning set forth in the fitch recital hereto.

1.48 "Controlling Person" has the meaning set forth in Section 10.2(a).

1.49 "Customer Data_" means all customer information obtained in connection with the Spinco Business, in

the form and content existing as of the Closing, related to the provisioning of products and services by Spinco or Spinco

Subsidiaries in the Territory included in the Spinco Business to current and future customers in the Territory, including name,

postal address, email address, telephone number, date of birth, account data, transaction data, demographic data, customer

service data, and correspondence, together with any documents and information containing the foregoing; provided, however,

the foregoing shall not include (i) any of the foregoing to the extent it is in the possession of Licensor or any U.S. Affiliate

and was collected or used other than in connection with the operation of the Spinco Business, (ii) any information included in

yellow or white pages listings or directories, in any form, (iii) any information required to be retained by Licensor and/or its

Affiliates to comply with applicable law or regulation, (iv) any information publicly available, and (v) any information

received by Licensor or its Affiliates from third parties.



Table of Contents

1.50 "Cutover Plan Support Agreement" has the meaning set forth in the Distribution Agreement.

1.51 "Debt Exchange" has the meaning set forth in the Distribution Agreement.

1.52 "DGCL" means the General Corporation Law of the State of Delaware.

1.53 "Direct Claim" has the meaning set forth in Section 10.4(b).

1.54 "Directories" has the meaning set forth in Section 7.23.

1.55 "Directories Agreements" has the meaning set forth in Section 7.23.

1.56 "Disclosure Letters" means, collectively, the Verizon Disclosure Letter, the Spinco Disclosure Letter and

the Company Disclosure Letter.

1.57 "Distribution" has the meaning set forth in the recitals hereto.

1.58 "Distribution Agreement" has the meaning set forth in the recitals hereto.

1.59 "Distribution Date" means the date that the Distribution becomes effective.

1.60 "Distribution Date Spinco Indebtedness" means the aggregate amount of Indebtedness, other than (i) any

Indebtedness incurred to make the Special Payment and any Indebtedness represented by the Spinco Securities and (ii) any

accrued and unpaid interest on any Indebtedness, in each case of Spinco and its Subsidiaries as of the opening of business on

the Distribution Date, calculated pro forma for the Contribution.

1.61 "Distribution Fund" has the meaning set forth in Section 3.2(a).
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1.62 "Distribution Tax Opinion" means a written opinion of Verizon Tax Counsel, addressed to Verizon and

Spinco and dated as of the Distribution Date, in form and substance reasonably satisfactory to Verizon and (solely with

respect to issues (i) as to whether Spinco recognizes gain or loss or (ii) for which the Company or Spinco may be liable under

the Transaction Agreements) the Company, to the effect that (i) each of the Internal Spinoffs will qualify as a distribution

eligible for nonrecognition under Sections 355(a), 355(c) and/or 361(c) of the Code, as applicable, (ii) the Distribution will

qualify as a distribution of Spinco stock to the stockholders of Verizon eligible for nonrecognition under Sections 355(a) and

361(c) of the Code, pursuant to which no gain or loss will be recognized for federal income tax purposes by any of Verizon,

Spinco or the stockholders of Verizon, except as to cash received in lieu of fractional shares by the stockholders of Verizon,

and (iii) neither Verizon nor any member of the Verizon Group will recognize gain or loss for federal income tax purposes in

connection with the receipt of the Spinco Securities or the consummation of the Debt Exchange.

1.63 "Distribution Tax Representations" has the meaning set forth in Section 7.9(c).

1.64 "Distribution/Merger Transfer Taxes" means (i) any sales, use, transfer, registration, recording, stamp,

value added or other similar taxes or fees arising out of or attributable to the Internal Spinoffs, the Contribution, the

Distribution, the Debt Exchange or the Internal Restructuring and (ii) any sales, use, transfer, registration, recording, stamp,

value added or similar taxes or fees arising out of or attributable to the Merger.

1.65 "Effective Time" has the meaning set forth in Section 2.3.

1.66 "Employee Matters Agreement" means the Employee Matters Agreement entered into among Verizon,

Spinco and the Company, dated as of the date hereof, as it may be amended from time to time.

1.67 "End Date" has the meaning set forth in Section 91(b).

1.68 "Environmental Claim" means administrative or judicial actions, suits, orders, liens, notices, violations

or proceedings related to any applicable Environmental Law or Environmental Permit brought, issued or asserted by a

Governmental Authority or any third party for compliance, damages, penalties, removal, response, remedial or other action

pursuant to any applicable Environmental Law or resulting from the release of a Hazardous Material.

10
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1 69 "Environmental Law." means any Law now m effect relTa!mg _ the?n;lron_nen

including the Comprehensive Environmental Response Compensation ana Llaomty etct, ,_ u ..... _,,_ _.,

Resource Conservation and Recovery Act, 42 U.S.C. §6901 et seq.; the Federal Water Pollution Control Act, 33 U.S.C.

§ 1251 et seq.; the Toxic Substances Control Act, 15 U.S.C. §2601 et seq.; the Clean Air Act, 42 U.S.C. §7401 et seq.; the

Safe Drinking Water Act, 42 U.S.C. §3803 et seq.; the Oil Pollution Act of 1990, 33 U.S.C. §2701 et seq.; the Emergency

Planning and the Community Right-to-Know Act of 1986, 42 U.S.C. §1101 et seq.; the Hazardous Material Transportation

Act, 49 U.S.C. §1801 et seq.; and any state or local counterparts or equivalents, in each case as amended from time to time.

1.70 "Environmental Permits" means all permits, licenses, approvals, authorizations or consents required by

or issued by any Governmental Authority under any applicable Environmental Law and includes any and all orders, consent

orders or binding agreements issued or entered into by a Governmental Authority under any applicable Environmental Law.

1.71 "ERISA" means the Employee Retirement Income Security Act of 1974, as amended.

1.72 "ERISA Affiliate_" means, with respect to any Person, any other Person or any trade or business, whether

or not incorporated, that, together with such first Person, would be deemed a "single employer" within the meaning of section

4001 (b) of ERISA.

1.73 "Excess Shares" has the meaning set forth in Section 3.3(b).

1.74 ,,_" means the Securities Exchange Act of 1934, as amended, together with the rules and

regulations of the SEC promulgated thereunder.

1.75 "FCC" means the Federal Communications Commission.

1.76 "FCC Applications" has the meaning set forth in Section 7.6(b).

1.77

1.78

"FCC Rules--' has the meaning set forth in Section 4.2(c).

_, • .Financial Market Deferral" has the meaning set forth in Section 7.18(b).

11
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1.79 "FiOS" has the meaning set forth in the Distribution Agreement.

1.80 "FiOS Intellectual Property Agreement" has the meaning set forth in the Distribution Agreement.

1.81 "FiOS Software License Agreement" has the meaning set forth in the Distribution Agreement.

1.82 "FiOS Trademark License Agreement" has the meaning set forth in the Distribution Agreement.

1.83 "Fort Wayne Data Center" has the meaning set forth in Section 7.24(c).

1.84 "Fully Diluted Number of Shares" means as of any date, the aggregate number of shares of Company

Common Stock outstanding on such date (including any shares of restricted stock) assuming: (i) the prior exercise of all

options and similar rights to purchase Company Common Stock; (ii) the prior conversion into, or exchange for, shares of

Company Common Stock of all then issued and outstanding securities which are convertible into, or exchangeable for, shares

of Company Common Stock; and (ii_i) the prior exercise of any similar subscription or other rights to acquire, or to cause the

Company to issue, shares of Company Common Stock; _, however that notwithstanding the foregoing, "Fully

Diluted Number of Shares" shall not prior to the occurrence of a Triggering Event (as defined in the Rights Plan) include

shares of Company Common Stock issuable in connection with any exercise of rights to purchase Company Common Stock

under the Rights Plan.

1.85 "GAAP" means United States generally accepted accounting principles.

1.86 "Governmental Authority" means any foreign, federal, state or local court, administrative agency, official

board, bureau, governmental or quasi-governmental entities having competent jurisdiction over Verizon, Spinco or the

Company, any of their respective Subsidiaries and any other tribunal or commission or other governmental department,

authority or instrumentality or any subdivision, agency, mediator, commission or authority of competent jurisdiction.

12



" means anY Contract to which a federal, state, county or municipal
1.87 ,,Governmental Customer Contr,! __a ...... ant to which the government or agency is the recipient of

government, or any agency of any of the same, is party mLu_,,_lo_

products or services.

1.88 "Gr_Q_E0_"means the Verizon Group or the Spinco Group, as the case may be.

1.89 "GTE" has the meaning set forth in the recitals hereto.

,, hal" means (a) substances t at are defined or listed in, or otherwise classified pursuant1 on Hazardous Material - ,,h,,...... dais .... hazardous wastes," "toxic
1 .TU .... _ j _..1,._r_nt'oc: azarUOUS Hli;I.t_ ,

to, any applicable laws or regulauons as nazaruous _u_,.... classifies a substance by reason of
substances, "pollutants," "contaminants," or any other similar term that defines, lists, or
such substance's ignitability, corrosivity, reactivity, carcinogenicity, reproductive toxicity, EP toxicity or adverse effect on

human health or the environment, (b) oil, petroleum, or petroleum-derived substances, natural gas, natural gas liquids,

synthetic gas, drilling fluids, produced waters, and other wastes associated with the exploration, development, or production
of crude oil, natural gas, or geothermal resources, (c) any radioactive materials, (d) polychlorinated biphenyls, and (e_)

infectious waste.

1.91 "HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, and the rules

and regulations promulgated thereunder.

1.92 "Identified Persons" has the meaning set forth in Section 7.12(a).

1.93 ,,Identified Persons Releasors" has the meaning set forth in Section 7.12(b).

1.94 "ILEC_"has the meaning set forth in the Distribution Agreement.

recitals hereto.
• • S T ,1.95 ,,_ has the meaning set forth in the

• • . S,_1.96 "ILEC S inco Subsidiaries has the meaning set forth in the Distribution Agreement•
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1.97 "Indebtedness" means all indebtedness for borrowed money, including the aggregate principal amount
thereof, and any accrued interest thereon.

1.98 "Indemnification Payment" means any amount of Losses required to be paid pursuant to this Agreement.

1.99 "Indemnitee" means any Person entitled to indemnification under this Agreement.

1.100 "Indemnitor" means any person or entity required to provide indemnification under this Agreement.

1.101 "Intellectual Property Agreement" means the Intellectual Property Agreement to be entered into among
Licensor, Spinco and the Company, in the form attached to the Distribution Agreement.

1.102 "Intellectual Property Right_" means all United States and foreign issued and pending patents,

trademarks, service marks, slogans, logos, trade names, service names, Intemet domain names, trade styles, trade dress and

other indicia of origin, and all goodwill associated with any of the foregoing, copyrights, copyrightable works, trade secrets,

know-how, processes, methods, designs, computer programs, plans, specifications, data, inventions (whether or not

patentable or reduced to practice), improvements, confidential, business and other information and all intangible property,

proprietary rights and other intellectual property, and all registrations, applications and renewals (including divisionals,

continuations, continuations-in-part, reissues, renewals, registrations, re-examinations and extensions) for, and tangible

embodiments of, and all rights with respect to, any of the foregoing.

1.103 "Internal Restructuring" has the meaning set forth in the recitals hereto.

1.104 "Internal Spinoff" and "Internal Spinoffs" have the meaning set forth in the recitals hereto.

1.105 "IRS" means the United States Internal Revenue Service or any successor agency thereto, including its
agents, representatives and attorneys.

14
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1.106 "IRS Ruling" means a private letter ruling from the IRS to the effect that (i) each Internal Spinoffwill

qualify as a distribution eligible for nonrecognition under Sections 355(a), 355(c) and/or 361(c) of the Code, as applicable;

(ii) the Contribution, together with the Distribution, will qualify as a tax-free reorganization under Section 368(a)(l)(D) of

the Code; (iii__)the Distribution will qualify as a distribution of Spinco stock to Verizon stockholders eligible for

nonrecognition under Sections 355(a) and 361(c) of the Code; (iv_v_v_neither Verizon nor any member of the Verizon Group

will recognize gain or loss for federal income tax purposes in connection with the receipt of the Spinco Securities or the

consummation of the Debt Exchange; (Y_)the Special Payment will qualify as money transferred to creditors or distributed to

shareholders in connection with the reorganization within the meaning of Section 361(b)(1) of the Code, to the extent that

Verizon distributes the Special Payment to its creditors and/or shareholders in connection with the transactions; and (vi) no

gain or loss will be recognized as a result of such transactions for federal income tax purposes by any of Verizon, Spinco, and

their respective stockholders and Subsidiaries (except to the extent of cash received in lieu of fractional shares).

1.107 "IRS Submission_" has the meaning set forth in Section 7.9(a).

1.108 "Joint Defense Agreement" has the meaning set forth in Section 7.26.

1.109 "Law" means any federal, state, local or foreign law (including common law), statute, code, ordinance,

rule, regulation, judgment, order, injunction, decree, arbitration award, agency requirement, license or permit of any

Governmental Authority.

1.110 "Leased Real Property" has the meaning set forth in the Distribution Agreement.

1.111 "_Leases" means all leases, subleases, licenses, concessions and other agreements (written or oral),

including all amendments, extensions, renewals, guaranties and other agreements with respect thereto, pursuant to which any

Person holds any Leased Real Property.

1.112 "Liabilities" has the meaning set forth in the Distribution Agreement.

1.113 "Licensor" means Verizon Patent and Licensing Inc.
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1.1 14 "Liens" means all mortgages, deeds of trust, liens, security interests, pledges, capital leases, conditional

sale contracts, sale-and-leaseback transactions, charges, hypothecations, assignments, easements, zoning restrictions, rights of

way, deposit arrangements, purchase options, rights of first refusal and other encumbrances of every kind. For the avoidance

of doubt, the license of Intellectual Property Rights shall not itself constitute a Lien.

1.115 "Losses" means any losses, liabilities, damages, deficiencies, costs and expenses (including reasonable

out-of-pocket attorneys' fees and expenses and including the reasonable costs and expenses of investigating and defending

any indemnification claim), including all Taxes resulting from indemnification payments hereunder, (1) reduced by the

amount of insurance proceeds recovered from any Person with respect thereto (after deducting related costs and expenses)

and (2) excluding any such losses, liabilities, damages, costs and expenses to the extent that the underlying liability or

obligation is the result of any action taken or omitted to be taken by any Indemnitee.

1.116 "Material Adverse Effect" means, with respect to any business or Person, any state of facts, change,

development, event, effect, condition or occurrence that, individually or in the aggregate, has had or would reasonably be

expected to have a materially adverse effect on the business, assets, properties, liabilities or condition (financial or otherwise)

of such business or Person and its Subsidiaries, as applicable, taken as a whole, or that, directly or indirectly, prevents or

materially impairs or delays the ability of such Person to perform its obligations under this Agreement; _, however,

that Material Adverse Effect shall not include facts, changes, developments, events, effects, conditions or occurrences (i) (A)

generally affecting the rural, regional or nationwide wireline voice and data industry in the United States, including access

line loss, regulatory and political developments and changes in Law or GAAP, or (B) generally affecting the economy or

financial markets in the United States or the states where either Verizon operates the Spinco Business or the Company

operates, (ii) resulting from the taking of any action required by this Agreement or the other Transaction Agreements in

connection with the Merger; or (iii) resulting from any natural disaster, or any engagement by the United States in hostilities,

whether or not pursuant to the declaration of a national emergency or war, or the occurrence of any act or acts of terrorism (in

each case, so long as any such facts, changes, developments, events, effects, conditions or occurrences referenced in clause

(i) or (iii) do not materially disproportionately impact such business or Person relative to others in the incumbent local

exchange communications industry). Notwithstanding the foregoing, any fluctuation in the market price of such Person's

publicly traded common stock, separately and by itself, shall not be deemed to constitute or contribute to a Material Adverse

Effect (it being understood that the foregoing shall not prevent a party from asserting that any fact, change, development,

event, effect, condition or occurrence that may have contributed to such fluctuation in market price independently constitutes

or contributes to a Material Adverse Effect).

16



,, rialS" hasthemeaningsetforthinSection6.17(a).
1.117 Materialt_.om_l ...........

ndition"meansanYcondition,obligationorrestrictionsoughttobe
,,_dverse Re lato Co_n_Ol_on....... _u " iarvortheCompanyoranyCompany1.118 .__.__ c,,r,_a_rv.Verizon,anyve_L_,_,_,bsld--,

imposedonanyofSpmco,anyapu_t.oo ..... 1-.,,
Subsidiary in connection with obtaining a Telecommunications Regulatory Consent that, taken together with any other

conditions or restrictions sought to be imposed to obtain any other Telecommunications Regulatory Consent, would

reasonably be expected to be materially adverse to the CompanY, to Spinco or to Verizon (assuming for this purpose that the

business, assets, properties and liabilities of each of (i) Verizon and all Verizon Subsidiaries and (ii) the CompanY and all

CompanY Subsidiaries are comparable in size to those of Spinco and all Spinco Subsidiaries), disregarding for this purpose

any condition or requirement on the CompanY or the Surviving Corporation (a) to make capital expenditures substantially

consistent with the amounts and general categories of expenditures set forth in _) the Company's 2009 capital expenditure

budget set forth in Section 7.1 (h) of the CompanY Disclosure Letter or (y_) Verizon's 2009 capital expenditure budget for the

Spinco Business set forth in Section 7.2(f) of the Spinco Disclosure Letter, (b) that is offered by the CompanY in its

discretion at any time within nine months of the date hereof in an application for an order approving the transactions

contemplated hereby or in any related filing or testimony made within nine months of the date hereof or (c) to abide by anY

written binding commitments made by Verizon or any Verizon Subsidiary with respect to the Spinco Business, or by the

CompanY or anY of its Subsidiaries, to anY Governmental AuthoritY prior to the date hereof.

1.119 "MeM_g_" has the meaning set forth in Section 2.1.

1.120 ,,_" has the meaning set forth in Section 7.9(d).

1.121o ,,_ e ate Considera!i°n I' means the number of shares of CompanY Common Stock that
would equal 51 Yoof the Fully Diluted Number of Shares of the Surviving Corporation immediately following the Merger.

1.122 ,,_ Considera_t_i?nValue" means the dollar value of a number of shares of CompanY

Common Stock equal to the Minimum Aggregate Consideration, valued for this purpose using the Company Average price.
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1.123 "Network Element" means any port network device, computer, server or other processing device

connected to or used in support of the public switched voice, data, digital subscriber line and other networks of the Spinco

Business, to the extent such element is located in the Territory and is used primarily in the support of the Spinco Business.

1.124 "Network Element Software" means the Verizon Third Party Intellectual Property consisting of system

software and any application software, in each case in the form and content it exists as of the Closing Date, as and to the

extent installed on Network Elements owned or leased by Spinco or the Spinco Subsidiaries as of the Closing, certain of

which software is listed on Section 1.124 of the Spinco Disclosure Letter along with the Network Elements in which they are

installed, but excluding any application software (other than application software that has been specifically designed and

dedicated for a Network Element and is required for a Network Element to perform its video, voice or data function) which is

licensed pursuant to a Retained Contract that (i) is licensed by any Person other than the Network Element supplier or (ii) is

identified on Section 1.124 (ii) of the Spinco Disclosure Letter.

1.125 "Non-ILEC Spinco Subsidiary" has the meaning set forth in the Distribution Agreement.

1.126 "Non-Statutory Intellectual Property" means all unpatented inventions (whether or not patentable), trade

secrets, know-how and proprietary information, including but not limited to (in whatever form or medium), discoveries,

ideas, compositions, formulas, computer programs (including source and object codes), technical know-how, computer

software documentation, database, drawings, designs, plans, business plans, product development and marketing plans,

projections, engineering drawings and plans, network architecture drawings and plans, proposals, specifications,

photographs, samples, models, processes, procedures, data, information, manuals, reports, financial, marketing and business

data, and sales, pricing, and cost information, correspondence and notes; provided, however, that, notwithstanding anything

to the contrary, the definition of"Non-Statutory Intellectual Property" shall not include any Statutory Intellectual Property.

1.127 "Notice Period" has the meaning set forth in Section 7.11 (c)(i).

1.128 "NYSE" has the meaning set forth in Section 3.3(b).

18
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1.129

Authority.

"Order" means any decree, judgment, injunction, writ, ruling or other order of any Governmental

1.130 "Owned Real Property" has the meaning set forth in the Distribution Agreement.

1.131 "PBGC" means the U.S. Pension Benefit Guaranty Corporation.

1.132 "Per Share Merger Consideration" has the meaning set forth in Section 3.1 (a).

1.133 "Permitted Encumbrances" means (A) statutory Liens for Taxes that are not due and payable as of the

Closing Date, or that are being contested in good faith and for which appropriate reserves have been established in

accordance with GAAP; (B) mechanics liens and similar Liens for labor, materials or supplies provided, incurred in the

ordinary course of business for amounts which are not due and payable or are subject to dispute and with respect to which

reserves have been established in accordance with GAAP; (C) zoning restrictions, building codes and other land use Laws

regulating the use or occupancy of such real property or the activities conducted thereon which are imposed by any

Governmental Authority having jurisdiction over such real property which are not violated by the current use or occupancy of

such real property or the operation of the business thereon; (D) easements, covenants, conditions, restrictions and other

similar matters of record affecting title to any real property which do not or would not materially impair the use or occupancy

of such real property in the operation of the business conducted thereon; (E) Liens arising under original purchase price

conditional sales contracts and equipment leases with third parties entered into in the ordinary course of business; and

(F) Liens disclosed in the Company SEC Documents or the Spinco Financial Statements, as applicable.

1.134 "Person" or "person" means a natural person, corporation, company, joint venture, individual business

trust, trust association, partnership, limited partnership, limited liability company or other entity, including a Governmental

Authority.

1.135 "Proprietary Business Information" means any and all non-technical, non-public information included

in the Non-Statutory Intellectual Property which is owned by Licensor or its U.S. Affiliates as of the Closing, after giving

effect to the assignment contemplated by Section 2.1 (a) of the Intellectual Property Agreement, and was used in the Spinco

Business at any time during the 12 months prior to the Closing Date; provided, however, that Proprietary Business

Information shall not include Spinco Customer Listing Data (as defined in the Intellectual Property Agreement).
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1.136 "Proxy Statement/Prospectus" means the letters to Company stockholders, notices of meeting, proxy

statement and forms of proxies to be distributed to Company stockholders in connection with the Merger and the transactions

contemplated by this Agreement and any additional soliciting material or schedules required to be filed with the SEC in

connection therewith, and that may be included in the Company Registration Statement, it being understood that it is possible

that the Company Registration Statement will not be declared effective and mailed to the Verizon stockholders substantially

contemporaneously with the mailing of the Proxy Statement/Prospectus to the Company stockholders, and, if it is not so

contemporaneously mailed to the Verizon stockholders, the prospectus included in the Company Registration Statement at

the time of its mailing to the Verizon stockholders may be different than the Proxy Statement/Prospectus mailed to the

Company stockholders. This Proxy Statement/Prospectus shall not incorporate any disclosure by reference to any other

filings with the SEC.

1.137 "Realignment" has the meaning set forth in Section 7.24.

1.138 "Real Property_ Interests" means all easements, rights of way, and licenses in the real property of Spinco

that are used primarily in the operation of the Spinco Business, and excluding all Spinco Owned Real Property and property

and interests subject to Spinco Leases and Spinco Subleases.

1.139 "Record Date" has the meaning set forth in the Distribution Agreement.

1.140 "Redactable Information" has the meaning set forth in Section 7.9(a).

1.141

Statement.

"Registration Statements" means the Company Registration Statement and the Spinco Registration

1.142 "Regulation S-K" means Regulation S-K promulgated under the Exchange Act.

1.143 "Regulatory Law" has the meaning set forth in Section 7.6(h).
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1.144 "Required Payment Amount" means the aggregate amount, if any, of all amounts required to be paid,

refunded, deferred, escrowed, or foregone pursuant to an order, settlement agreement or otherwise (including in the form of

any contribution or transfer of Assets or assumption or retention of Liabilities, measured at fair market value and assuming

the maximum amount of any contingent amount is paid or foregone and the full amount of any deferred, contingent or

escrowed amount is not received) by Vefizon or its Subsidiaries, other than post-Closing obligations of Spinco or any Spinco

Subsidiary, as a condition to obtaining any consent of any Governmental Authority in the Territory required to consummate

the Distribution or the Merger or to complying with any order approving the Distribution and the Merger.

1.145 "Requisite Approval" has the meaning set forth in Section 6.22.

1.146 "Restraint" has the meaning set forth in Section 8.1(h).

1.147 "Retained Contract" has the meaning set forth in the Distribution Agreement.

1.148 "Retained Customer Accounts" has the meaning set forth in the Distribution Agreement.

1.149 "Rights Plan" means the stockholder fights plan described in the Rights Agreement, dated as of March

6, 2002, between the Company and Mellon Investor Services LLC, as amended.

1.150 "Ruling Request" has the meaning set forth in Section 7.9(a).

1.151 "Sarbanes-Oxley Act" has the meaning set forth in Section 6.4(c).

1.152 "SEC" means the U.S. Securities and Exchange Commission.

1.153 "Securities Act" means the Securities Act of 1933, as amended, together with the rules and regulations

promulgated thereunder.

1.154 "Settlement Requirements" has the meaning set forth in Section 10.4(a).
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1.155

the Exchange Act.

1.156

Affiliate of Verizon,

1.157

1.158

1.159

1.160

1.161

1.162

1.163

1.164

1.165

1.166

1.167

"Significant Subsidiary" has the meaning set forth in Rule 1-02 of Regulation S-X promulgated under

"Software License Agreement" means the Software License Agreement to be entered into between an

Spinco and the Company, in the form attached to the Distribution Agreement.

"Solvency Opinion" has the meaning set forth in Section 8.1(k).

"Special Payment" has the meaning set forth in the Distribution Agreement.

"Special Payment Financing" has the meaning set forth in Section 7.18(a).

"Specified Contract" has the meaning set forth in Section7.6(j).

"_Sp_jnco" has the meaning set forth in the Preamble hereto.

"Spinco Assets" has the meaning set forth in the Distribution Agreement.

"Spinco Benefit Agreements" has the meaning set forth in Section 5.12(a).

"Spinco Benefit Plans" has the meaning set forth in Section 5.12(a).

"Spinco Business" has the meaning set forth in the Distribution Agreement.

"Spinco Business Employees" has the meaning set forth in Section 5.12(a).

"Spinco Closing Equity Value" means the amount equal to the sum of (A) $5.247 billion plus (B) the

Required Payment Amount, if any.
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1.168

1.169

1.170

1.171

1.172

1.173

1.174

1.175

1.176

"Spinco Common Stock" means the common stock, par value $0.01 per share, of Spinco.

"Spinco Disclosure Letter_" has the meaning set forth in the first paragraph of Article V.

"Spinco Financial Statements" has the meaning set forth in Section 5.4(a).

"Spinco Group" means Spinco and the Spinco Subsidiaries.

"Spinco Leases" has the meaning set forth in Section 5.18(b).

"S inco Liabilities" has the meaning set forth in the Distribution Agreement.

,,_" has the meaning set forth in Section 5.19(a).

"Spinco Material Contracts." has the meaning set forth in Section 5.15(a).

"Spinco Owned Real Property" means all Owned Real Property of Spinco or Spinco Subsidiaries after

giving effect to the Contribution.

other form, if
• " _' S1.177 "Spinco Registration Stateme_ mean any registration statement on Form S-1 or such

any, as may be required by the Securities Act to be filed by Spinco with the SEC to effect the registration under the Securities

Act of the issuance of the shares of Spinco Common Stock to be issued in the Distribution; anY registration statement on

Form 10 or such other form, if any, as may be required by the Exchange Act to be filed by Spinco with the SEC to effect the

registration of the Spinco Common Stock pursuant to the requirements of the SEC's StaffLegal Bulletin No. 4; and/or any

such other form as may be permitted or required to be filed by the SEC in connection with the issuance or distribution of the

Spinco Common Stock (in each case, as amended and supplemented from time to time)•

1.178 "Spinco Securities" has the meaning set forth in the Distribution Agreement.
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1.179

1.180

1.181

Contribution.

".Spinco Stockholder Approval" has the meaning set forth in Section 5.16.

"Soinco bleases has the meaning set forth in Section 5.18(b).
Su " -

"Spinco Subsidiaries" means all direct and indirect Subsidiaries of Spinco immediately following the

1.182 "Spinco Value Shortfall" means the amount, if any, by which (i) the Minimum Aggregate Consideration
Value exceeds (ii) the Spinco Closing Equity Value.

1.183

1.184

1.185

1.186

"Spinco Voting Debt" has the meaning set forth in Section 5.2(c).

"Spinco's Knowledge" has the meaning set forth in Section 11.13.

"_State PUC Application" has the meaning set forth in Section 7.6(b).

"_" has the meaning set forth in Section 5.19(a).

1.187 ".Statutory Intellectual Property" means all (i) United States patents and patent applications of any kind,

(ii) United States works of authorship, mask-works, copyrights, and copyright and mask work registrations and applications
for registration, (iii) Trademarks, and (iv) any rights or licenses in the foregoing.

I. 188 "Subsidiary" means, with respect to any Person (but subject to the proviso in the definition of Affiliate),

a corporation, partnership, association, limited liability company, trust or other form of legal entity in which such Person, a

Subsidiary of such Person or such Person and one or more Subsidiaries of such Person, directly or indirectly, has either (i_) a

majority ownership in the equity thereof, (ii) the power, under ordinary circumstances, to elect, or to direct the election of, a

majority of the board of directors or other analogous governing body of such entity, or (iij) the title or function of general
partner or manager, or the right to designate the Person having such title or function.

I. 189 "Surviving Corporation" has the meaning set forth in Section 2.1.
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1.190 Surviving Corporation Indemmtees means the Surviving Corporation, each Affiliate of the Surviving

Corporation (including all Subsidiaries of the Surviving Corporation) and their respective directors, officers, agents and

employees.

1.191 "Surviving Corporation Releasors" has the meaning set forth in Section 7.12(b).

1.192 "Tariffs" has the meaning set forth in Section 7.60).

1.193 "Tax" or "Taxes" means (i_) all taxes, charges, fees, duties, levies, imposts, required deposits, rates or

other assessments or governmental charges of any kind imposed by any federal, state, local or foreign Taxing Authority,

including income, gross receipts, employment, excise, severance, stamp, occupation, premium, windfall profits,

environmental (including Taxes under Section 59A of the Code), custom duties, property (including real, personal or

intangible), sales, use, license, capital stock, transfer, franchise, registration, payroll, withholding, social security (or similar),

unemployment, disability, value added, alternative or add-on minimum or other taxes, whether disputed or not, and including

any interest, penalties or additions attributable thereto; (ii) liability for the payment of any amount of the type described in

clause (i) above arising as a result of being (or having been) a member of any consolidated, combined, unitary or similar

group or being (or having been) included or required to be included in any Tax Return related thereto (including pursuant to

U.S. Treasury Regulation § 1.1502-6); and (iii) liability for the payment of any amount of the type described in clauses (i)

or (ii) above as a result of any express or implied obligation to indemnify or otherwise assume or succeed to the liability of

any other Person.

1.194 "Tax-Free Status of the Transactions" means each of the intended tax consequences specified in the

eleventh recital hereto.

1.195 "Tax Return" means any return, report, certificate, form or similar statement or document (including

any related or supporting information or schedule attached thereto and any information return, amended tax return, claim for

refund or declaration of estimated tax) required to be supplied to, or filed with, a Taxing Authority in connection with the

determination, assessment or collection of any Tax or the administration of any laws, regulations or administrative

requirements relating to any Tax.

25



Table of Contents

1.196 "Tax Sharing Agreement" means the Tax Sharing Agreement entered into on the date hereof, among

Verizon, the Company, Spinco and the ILEC Spinco Subsidiaries, as such agreement may be amended from time to time.

1.197 "Taxing Authority" means any Governmental Authority or any quasi-governmental or private body

having jurisdiction over the assessment, determination, collection or imposition of any Tax (including the IRS).

1.198 "Telecommunications Regulatory Consents" has the meaning set forth in Section 7.6(c).

9.1.

1.199
"Termination Date" means the date, if any, on which this Agreement is terminated pursuant to Section

1.200 "Territo_Q__" has the meaning set forth in the Distribution Agreement.

1.201 "Third Party Claim" has the meaning set forth in Section 10.4(a).

1.202 "Transaction Agreements" means this Agreement, the Distribution Agreement, the Cutover Plan

Support Agreement, the Employee Matters Agreement, the Intellectual Property Agreement, the Software License

Agreement, the FiOS Intellectual Property Agreement, the FiOS Software License Agreement, the FiOS Trademark License

Agreement, the Joint Defense Agreement and the Tax Sharing Agreement.

1.203 "Trademarks" means trademarks, tradenames, applications for trademark registration, service marks,

applications for service mark registration, domain names, registrations and applications for registrations pertaining thereto,
and all goodwill associated therewith.

1.204 "Transferred Affiliate Arrangement" has the meaning set forth in the Distribution Agreement.

1.205 "U.S. Affiliate" means any Affiliate of Verizon that is incorporated in and operates solely in the United

States, but specifically excluding Verizon Wireless and any of its Subsidiaries.
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1.206 "Verizon" has the meaning set forth in the Preamble hereto.

1.207 ,,_" has the meaning set forth in Section 4.2(c).

1.208 "Ven'zon Common Stock" means the common stock, par value $0.10 per share, of Verizon.

1.209 "Verizon Disclosure Letter" has the meaning set forth in the first paragraph of Article IV.

1.210 "Verizon Gro__Q_"means Verizon and the Verizon Subsidiaries.

1.211 "Verizon Indemnitees" means Verizon, each Affiliate of Verizon (including all Verizon Subsidiaries)

and their respective directors, officers, agents and employees.

1.212 ,,_e connection A eeme_ts" has the meaning set forth in Section 7.6(k).

,, . " eans any authorizations, approvals, consents or waivers required by any Person,
1.213 Verizon IP Consent m 7 ............. , riohts (including any fight to receive upgrades or

other than Verizon or any of its Subsidiaries, pursuant to me_r ,_.o_ .... b ,
maintenance, support or similar services, if any) in respect of any Verizon Third Party Intellectual Property in connection

with the consummation by Verizon and its Subsidiaries of the transactions contemplated by the Distribution Agreement or

this Agreement.

1.214 "Ven'zon IP Consent Costs" has the meaning set forth in Section 7.8(b).

,, • , idiaries" means all direct and indirect Subsidiaries of Verizon immediately after the
1.215 V_Vee.rizonSubs _._._..,:^_ boo occurred in accordance with the Distribution Agreement

Distribution Date, assuming tlaat tne l_lStrlouuu_ ,,o_

1.216 "V,erizon Tax Counsel" means Debevoise & Plimpton LLP.
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1.217 "V " •

venzon Third Pa Consents" means the authorizations, approvals, consents or waivers required by
any Person, other than Verizon or any of its Subsidiaries, pursuant to their Contract rights (other than authorizations,
approvals, consents or waivers in respect of any Verizon Third Party Intellectual Property or constituting

Telecommunications Regulatory Consents or other consents in respect of telecommunications regulatory matters) in

connection with the consummation by Verizon and its Subsidiaries of the transactions contemplated by the DistributionAgreement or this Agreement.

1.218 "Ve " •
nzon Third P Intellectual Pro e "many Person other than _mo_e._ _tellectu.al Pro e eans any and all In _it..... , ,_

e..... t,J any Ollts _ubsidiaries that is -_^-' ..... t....... ,u rroperty Rights owned by

, u_u or nela Ior use in the conduct of the Spinco Business,
without regard as to whether Verizon or any of its Subsidiaries has any rights therein or the right to assign such fights toSpinco or the Spinco Subsidiaries.

1.219 "Verizon Wireless" means Cellco Partnership d/b/a Verizon Wireless, a Delaware general partnership.

1.220 "Video Trans ort Service A eement" has the meaning set forth in Section 7.22.

1.221 "Volume Commitments" has the meaning set forth in Section 7.60) .

1.222 "WARN Act" means the Worker Adjustment and Retraining Notification Act of 1988, as amended, andanY similar state or local law, regulation or ordinance.

ARTICLE II

THE MERGER

2.1 _. At the Effective Time and upon the terms and subject to the conditions of this Agreement,
Spinco shall be merged with and into the Company (the "Me_") in accordance with the applicable provisions of the
DGCL, the separate existence of Spinco shall cease and the Company shall continue as the
Merger (sometimes referred to herein as the "Survivin Co oration") surviving corporation of the

and shall succeed to and assume all the rights, powers
and privileges and be subject to all of the obligations of Spinco in accordance with the DGCL and upon the terms set forth inthis Agreement.
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2.2 _. Unless the transactions herein contemplated shall have been abandoned and this Agreement

terminated pursuant to Section 9.1, the closing of the Merger and the other transactions contemplated hereby (the "_")

shall take place, subject to Section 7.18, no later than 2:00 p.m., prevailing eastern time, on the last Business Day of the

month in which, on such last Business Day, the conditions set forth in Article VIII (other than those that are to be satisfied by

action at the Closing) are satisfied or, to the extent permitted by applicable Law, waived (but in any event not earlier than the

last Business Day of April 2010), unless otherwise agreed upon in writing by the parties (the "_,,), at the offices

of counsel to Verizon or such other location as may be agreed upon in writing by the parties.

2.3 Effective Time. Upon the terms and subject to the conditions of this Agreement, on the Closing Date, a

certificate of merger shall be filed with the Secretary of State of the State of Delaware with respect to the Merger (the

_C.ertlficate of Merger ), m such form as is required by, and executed in accordance with, the applicable provisions of the

DGCL. The Merger shall become effective at the time of filing of the Certificate of Merger or at such later time as the

parties hereto may agree and as is provided in the Certificate of Merger. The date and time at which the Merger shall become
so effective is herein referred to as the ".Effective Time."

2.4 .Effects of the Merger. At the Effective Time, the effects of the Merger shall be as provided in this

Agreement, the Certificate of Merger and the applicable provisions of the DGCL. Without limiting the generality of the

foregoing, at the Effective Time, all the property, rights, privileges, powers and fi-anchises of the Company and Spinco shall

vest in the Surviving Corporation, and all debts, liabilities, duties and obligations of the Company and Spinco shall become
the debts, liabilities, duties and obligations of the Surviving Corporation.

2.5 .Certificate of Incorporation and Bylaws of the Surviving Corporation.

(a) At the Effective Time, the certificate of incorporation of the Company as in effect immediately prior to the

Effective Time shall be the certificate of incorporation of the Surviving Corporation until thereafter duly amended in
accordance with such certificate of incorporation and applicable Law.

(b) At the Effective Time, the bylaws of the Company as in effect immediately prior to the Effective Time

shall be the bylaws of the Surviving Corporation until thereafter duly amended in accordance with the certificate of
incorporation of the Surviving Corporation, such bylaws and applicable Law.
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of the Survivin Co oration. Subject to Section 7.17, the directors of the
2.6 __ti_eT(m-e be the initial directors of the Survwmg

Company at the Effective Time shall, from ana alter me r_,, ...... " "

Corporation. The officers of the CompanY at the Effective Time shall, from and after the Effective Time, be the initial

officers of the Surviving Corporation. Such directors and officers shall serve until their successors have been duly elected or

appointed and qualified or until their earlier death, resignation or removal in accordance with the Surviving Corporation's

certificate of incorporation and bylaws.

• • . "ons. If, orior to the date on which the Company intends to commence
2.7 _estmcturin of Tr_sa_ctll°ans:_ x,,,_tlno the IRS notifies V erlzon that the IRS will not issue the

solicitation of proxies for use at the Company _tocr, notu_-_ ....... _,,
IRS Ruling in whole or in part, then, during the ensuing 30-day period, the parties will collaborate reasonably and in good

faith in order to determine a possible alternative structure for the transactions contemplated hereby that the parties determine,

with the assistance of their respective tax advisors, will either make likely the receipt from the IRS of the IRS Ruling or

eliminate the necessity for an IRS Ruling, in either case, without (_) substantially increasing the costs to any party associated

with the transactions contemplated hereby, (b_) causing the performance of the covenants and agreements of any party

hereunder to become substantially more burdensome, (c_)substantially increasing the regulatory or other consents or

approvals required to consummate the transactions contemplated hereby, or (d) otherwise resulting in any substantial

impediment to the consummation of the transactions contemplated hereby. In the event the parties reasonably, and in good

faith, agree upon such an alternative structure, they shall be obligated, as soon as practicable thereafter, to modify the

covenants and agreements set forth in this Agreement and the other Transaction Agreements accordingly to reflect the change

in transaction structure referenced in the immediately preceding sentence. In furtherance of the foregoing, each of the parties

shall take all action reasonably necessary to modify the Ruling Request to reflect the transactions as so modified and

effectuate the change in transaction structure contemplated by this Section 2.7, and each such party shall use all commercially

reasonable efforts to cause the transactions contemplated hereby, as so modified, to be consummated as soon as practicable

thereafter. To the extent that the filing or effectiveness of the materials necessary for the solicitation of proxies for use at the

CompanY Stockholders Meeting is delayed in order to afford the parties the time necessary to obtain a response with respect

to the IRS Ruling such delay will be deemed to not constitute, nor constitute anY basis for a claim of, a breach of the

Company's covenants under Article VII hereof or otherwise. The parties acknowledge that, subject to the limitations set

forth in Section 2.4(d) of the Distribution Agreement, Verizon may elect pursuant to Section 2.4(d) of the Distribution

Agreement to change the structure of certain transactions contemplated in the recitals hereto and to make amendments to this

Agreement in order to reflect such changes.
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ARTIC____LEIII

CONVERSION OF SHARES; EXCHANGE OF CERTIFICATES

3.1 Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any action on the part
of Spinco, the Company or any holder of any Spinco Common Stock or Company Common Stock:

(a) All of the shares of Spinco Common Stock issued and outstanding immediately prior to the Effective Time

(other than shares canceled in accordance with Section 3.1 (b)) shall be automatically converted into an aggregate number of

duly authorized, validly issued, fully paid and nonassessable shares of Company Common Stock equal to the quotient of(x)

the Spinco Closing Equity Value divided by (y) the Company Average Price (the "A_egate Merger Consideration");

however, that to the extent the Aggregate Merger Consideration would be less than the Minimum Aggregate

Consideration, then (i) the Minimum Aggregate Consideration shall be used in place of the Aggregate Merger Consideration

and (ii) Verizon shall, at its option, either make a payment in cash to the Surviving Corporation on the Closing Date equal to

the Spinco Value Shortfall or reduce the aggregate amount of the Spinco Securities and/or the Special Payment by the Spinco

Value Shortfall. In connection with the foregoing, no later than three Business Days prior to the Effective Time, Verizon and

Spinco shall deliver to the Company a statement (the "Closing Statement"), certified by an officer of Verizon and

accompanied by reasonable supporting detail, setting forth the amount of, and identifying, all Distribution Date Spinco

Indebtedness. Each share of Spinco Common Stock issued and outstanding immediately prior to the Effective Time shall be

automatically converted into a number of shares of Company Common Stock equal to (1) the Aggregate Merger

Consideration (or, if applicable, the Minimum Aggregate Consideration) divided by (2) the aggregate number of shares of

Spinco Common Stock issued and outstanding as of immediately prior to the Effective Time (the "Per Share Merger
Consideration").

(b) Each share of Spinco Common Stock held by Spinco as treasury stock immediately prior to the Effective

Time shall be canceled and shall cease to exist and no stock or other consideration shall be issued or delivered in exchange
therefor.

(c) Each share of Spinco Common Stock issued and outstanding immediately prior to the Effective Time,

when converted in accordance with this Section 3. I, shall no longer be outstanding and shall automatically be canceled and
shall cease to exist.
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(d) Each share of Company Common Stock that is issued and outstanding immediately prior to and at the

Effective Time shall remain outstanding following the Effective Time.

3.2 Distribution of Per Share Merger Consideration.

(a) _. Prior to or at the Effective Time, the Company shall deposit with the Agent (as defined in the

Distribution Agreement), for the benefit of persons entitled to receive shares of Spinco Common Stock in the Distribution

and for distribution in accordance with this Article III, through the Agent, certificates or book-entry authorizations

representing the shares of Company Common Stock (such shares of Company Common Stock being hereinafter referred to as

the "Distribution Fund") issuable pursuant to Section 3.1 upon conversion of outstanding shares of Spinco Common

Stock. The Agent shall, pursuant to irrevocable instructions, deliver the Company Common Stock contemplated to be issued

pursuant to Section 3.1 from the shares of Company Common Stock held in the Distribution Fund. If the Company deposits

such shares into the Distribution Fund prior to the Effective Time and the Merger is not consummated, the Agent shall

promptly return such shares to the Company. The Distribution Fund shall not be used for any other purpose.

(b) Distribution Procedures. At the Effective Time, all shares of Spinco Common Stock shall be converted

into shares of Company Common Stock pursuant to, and in accordance with the terms of, this Agreement, immediately

following which the Agent shall distribute on the same basis as the shares of Spinco Common Stock would have been

distributed in the Distribution and to the persons entitled to receive Spinco Common Stock in the Distribution, in respect of

the outstanding shares of Verizon Common Stock held by holders of record of Verizon Common Stock on the Record Date,

all of the shares of Company Common Stock into which the shares of Spinco Common Stock that otherwise would have been

distributed in the Distribution have been converted pursuant to the Merger. Each person entitled to receive Spinco Common

Stock in the Distribution shall be entitled to receive in respect of the shares of Spinco Common Stock otherwise distributable

to such person a certificate or book-entry authorization representing the number of whole shares of Company Common Stock

that such holder has the right to receive pursuant to this Article III (and cash in lieu of fractional shares of Company Common

Stock, as contemplated by Section 3.3) (and any dividends or distributions pursuant to Section 3.2(c)). The Agent shall not

be entitled to vote or exercise any rights of ownership with respect to the Company Common Stock held by it from time to

time hereunder. The Company agrees that, from and after the Effective Time, those holders of record of Verizon Common

Stock who have become holders of record of Company Common Stock by virtue of the Distribution and the Merger shall be

holders of record of Company Common Stock for all purposes for so long as they hold such Company Common Stock.
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(c) Distributions with Respect to Undistributed Shares. No dividends or other distributions declared or made

after the Effective Time with respect to Company Common Stock with a record date after the Effective Time shall be paid

with respect to any shares of Company Common Stock that have not been distributed by the Agent promptly after the

Effective Time, whether due to a legal impediment to such distribution or otherwise. Subject to the effect of applicable

Laws, following the distribution of any such previously undistributed shares of Company Common Stock, there shall be paid

to the record holder of such shares of Company Common Stock, without interest (i) at the time of such distribution, the

amount of cash payable in lieu of fractional shares of Company Common Stock to which such holder is entitled pursuant to

Section 3.3 and the amount of dividends or other distributions with a record date after the Effective Time theretofore paid

with respect to such whole shares of Company Common Stock and (i_j) at the appropriate payment date therefor, the amount

of dividends or other distributions with a record date after the Effective Time but prior to the distribution of such shares and a

payment date subsequent to the distribution of such shares payable with respect to such whole shares of Company Common
Stock.

(d) No Further Ownership Rights in Spinco Common Stock. All shares of Company Common Stock issued in

respect of shares of Spinco Common Stock (including any cash paid pursuant to Section 3.3) shall be deemed to have been

issued in full satisfaction of all rights pertaining to such shares of Spinco Common Stock.

(e) Termination of Distribution Fund. Any portion of the Distribution Fund made available to the Agent that

remains undistributed to the former stockholders of Spinco on the one-year anniversary of the Effective Time shall be

delivered to the Company, upon demand, and any former stockholders of Spinco who have not received shares of Company

Common Stock in accordance with this Article III shall thereafter look only to the Company for payment of their claim for

shares of Company Common Stock and any dividends, distributions or cash in lieu of fractional shares with respect to such

Company Common Stock (subject to any applicable abandoned property, escheat or similar Law). If and to the extent the

Company does not receive the Distribution Fund from the Agent, the former stockholders of Spinco shall look only to the

Agent to complete the transfer or payment.

(f) No Liability. None of Spinco, the Surviving Corporation or the Agent shall be liable to any holder of

shares of Spinco Common Stock or any holder of shares of Verizon Common Stock for any shares of Company Common

Stock (or dividends or distributions with respect thereto or with respect to shares of Spinco Common Stock) or cash delivered

to a public official pursuant to any applicable abandoned property, escheat or similar Law.
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(g) Closinof Transfer Books. From and after the Effective Time, the stock transfer books of Spinco shall be

closed and no transfer shall be made of any shares of capital stock of Spinco that were outstanding immediately prior to theEffective Time.

(h) Withholdin Ri hts. Spinco, the Company and the Surviving Corporation shall be entitled to deduct and

withhold from the consideration otherwise payable pursuant to this Agreement to any holder of Spinco Common Stock such

amounts as they determine in good faith are required to be deducted and withheld w_th respect to the making of such payment

under the Code, or under any provision of state, local or foreign Tax Law. To the extent that amounts are so withheld and

paid over to the appropriate Taxing Authority, such withheld amounts will be treated for all purposes of this Agreement ashaving been paid to the recipient.

3.3 Fractional Shares.

(a) No fractional shares of Company Common Stock shall be issued in the Merger and no dividend or

distribution with respect to Company Common Stock shall be payable on or with respect to any fractional share interests and

such fractional share interests will not entitle the owner thereof to any rights of a stockholder of the Company.

(b) As promptly as practicable following the Effective Time, the Agent shall determine the excess of(x) the

number of shares of Company Common Stock delivered to the Agent by the Company pursuant to Section 3.2(a) over (_) the

aggregate number of whole shares of Company Common Stock to be distributed in respect of shares of Spinco Common

Stock pursuant to Section 3.2(b) (such excess, the "Excess Shares"). As soon after the Effective Time as practicable, the

Agent, as agent for the applicable holders, shall sell the Excess Shares at the then prevailing prices on the New York StockExchange (the "NYSE"_
_, in the manner provided in paragraph (c) of this Section 3.3.

(c) The sale of the Excess Shares by the Agent shall be executed on the NYSE through one or more member

firms of the NYSE and shall be executed in round lots to the extent practicable. The Agent shall use all reasonable efforts to

complete the sale of the Excess Shares as promptly following the Effective Time as is Practicable consistent with obtaining

the best execution of such sales in light of prevailing market conditions. Until the net proceeds of any such sale or sales have

been distributed in respect of such shares of Spinco Common Stock, the Agent will hold such proceeds in trust for the

applicable holders. The Surviving Corporation shall pay all commissions, transfer taxes and other out-of-pocket transaction

costs of the Agent incurred in connection with such sale or sales of Excess Shares. In addition, the Surviving Corporation

shall pay the Agent's compensation and expenses in connection with such sale or sales. The Agent shall determine the

portion of such net proceeds to which each applicable holder shall be entitled, if any, by multiplying the amount of the

aggregate net proceeds by a fraction the numerator of which is the amount of the fractional share interest to which such

holder of Spinco Common Stock is entitled (after taking into account all shares of Spinco Common Stock then held by such

holder) and the denominator of which is the aggregate amount of fractional share interests to which all holders of SpincoCommon Stock are entitled.
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(d) As soon as practicable after the determination of the amount of cash, if any, to be paid in respect of Spinco

Common Stock with respect to any fractional share interests, the Agent shall pay such amounts to the applicable holders.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF VERIZON

Except as disclosed in the corresponding section of the Disclosure Letter delivered by Verizon to the Company

immediately prior to the execution of this Agreement (the "Verizon Disclosure Letter"), Verizon hereby represents and

warrants to the Company as follows:

4.1 Organization; Qualification. Verizon is a corporation duly organized, validly existing and in good

standing under the laws of the State of Delaware. Each of Verizon and its Subsidiaries has all requisite corporate power and

authority to own, lease and operate the Spinco Assets. Each of the Contributing Companies is duly qualified or licensed to

do business and is in good standing in each jurisdiction in which the Spinco Assets or the nature of the Spinco Business

operated by it makes such qualification necessary, except in such jurisdictions where the failure to be so qualified or licensed

or in good standing would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on

Spinco or the Spinco Business.

4.2 Corporate Authority; No Violation.
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(a) Verizon has the corporate power and authority to enter into this Agreement and each other Transaction

Agreement to which it is or as of the Effective Time will be a party and to carry out its obligations hereunder and

thereunder. The execution, delivery and performance by Verizon of this Agreement and each other Transaction Agreement

to which it is or as of the Effective Time will be a party and the consummation of the transactions contemplated hereby and

thereby have been duly authorized by all requisite corporate action on the part of Verizon, except for such further action of

the Board of Directors of Verizon required to establish the Record Date and the Distribution Date, and the effectiveness of

the declaration of the Distribution by the Board of Directors of Verizon (which is subject to the satisfaction or, to the extent

permitted by applicable Law, waiver of the conditions set forth in the Distribution Agreement). This Agreement has been

duly executed and delivered by Verizon and, assuming the due authorization, execution and delivery by the Company,

constitutes a legal, valid and binding agreement of Verizon, enforceable against Verizon in accordance with its terms (except

insofar as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar

Laws affecting creditors' rights generally, or by principles governing the availability of equitable remedies). As of the

Distribution Date, each other Transaction Agreement to which Verizon or one of its Subsidiaries is a party will have been

duly executed and delivered by Verizon or such Subsidiary and, assuming the due authorization, execution and delivery by

the other parties thereto, will constitute a legal, valid and binding agreement of Verizon or such Subsidiary, as applicable,

enforceable against Verizon or such Subsidiary, as applicable, in accordance with its terms (except insofar as such

enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting

creditors' rights generally, or by principles governing the availability of equitable remedies).

(b) Neither the execution and delivery by Verizon of this Agreement and other Transaction Agreements to

which it is or as of the Effective Time will be a party nor the consummation by Verizon of the transactions contemplated

hereby or thereby, or performance by Verizon of any of the provisions hereof or thereof, will (j) violate or conflict with any

provisions of Verizon's certificate of incorporation or bylaws; (ii) assuming the consents and approvals contemplated by

Section 4.2(c) are obtained, result in a default (or an event that, with notice or lapse of time or both, would become a default)

or give rise to any fight of termination by any third party, cancellation, amendment or acceleration of any obligation or the

loss of any benefit under, any Contract to which Verizon or any of its Subsidiaries is a party or by which Verizon or any of its

Subsidiaries is bound or affected; (iii) result in the creation of a Lien on any of the issued and outstanding shares of Spinco

Common Stock, capital stock of any Spinco Subsidiary or on any of the Spinco Assets pursuant to any Contract to which

Verizon or any of its Subsidiaries (including Spinco and its Subsidiaries) is a party or by which Verizon or its Subsidiaries is

bound or affected; or (iv_v_)assuming the consents and approvals contemplated by Section 4.2(c) are obtained, violate or

conflict with any Order or Law applicable to Vefizon or any of its Subsidiaries (including Spinco and its Subsidiaries), or any

of the properties, business or assets of any of the foregoing, other than, in the case of each of clauses (ii) through (iv), any

such violation, conflict, default, right, loss or Lien which would not reasonably be expected to have, individually or in the

aggregate, a Material Adverse Effect on Spinco or the Spinco Business.

36



(c) Otherthaninconnectionwithorincompliancewith(i)the provisions of the DGCL, (_) the Securities Act,

(_ the Exchange Act, (iv) the HSR Act, (v) the Communications Act and applicable rules and regulations thereunder and

the rules, regulations, written policies, instructions and orders of the FCC (the "FCC Rules"), (vii) approvals required in

connection with the transfer of Real Property Interests and the assignment or novation of Governmental Customer Contracts

and (vii) the approvals set forth on Section 4.2(c) of the Verizon Disclosure Letter (the approvals contemplated by clauses (i)

through (vii), collectively, the "_")' no authorization, consent or approval of, or filing with, any

Governmental AuthoritY is necessary for the consummation by Verizon or Spinco or any of the Contributing Companies of

the transactions contemplated by this Agreement and the other Transaction Agreements, except for such authorizations,

consents, approvals or filings that, if not obtained or made, would not reasonably be expected to have, individually or in the

aggregate, a Material Adverse Effect on Spinco or the Spinco Business• Notwithstanding the foregoing, although the

approvals set forth in Section 4.2(c) of the Verizon Disclosure Letter constitute all those authorizations, consents, approvals

and filings that Verizon reasonably believes, as of the date of this Agreement, are necessary to obtain or make prior to

consummation of the transactions contemplated by this Agreement, additional State Regulators or other Governmental

Authorities not set forth in Section 4.2(c) of the Verizon Disclosure Letter may require or seek to require Verizon to obtain

authorizations, consents or approvals, or make filings, prior to consummation of the transactions contemplated by this

Agreement, and if such additional authorizations, consents, approval or filings are required, Verizon's representations and

warranties in this Section 4.2(c) shall not be deemed to have failed to be true and correct on account of such requirement with

respect to authorizations, consents, approvals or filings not set forth in Section 4.2(c) of the Verizon Disclosure Letter.

• nts that Verizon or any Verizon Subsidiary is responsible for filing with
Information Su hed. All doc.ume • -- ed hereb and by each other Transaction

4.3 _ .... _-..... _n_tlon_ contemplat Y

any Governmental AuthoritY m connection wlm tnc L,....... All information supplied or to be

Agreement will comply in all material respects with the provisions of applicable Law.

supplied by Verizon or any Verizon Subsidiary in any document, other than the Proxy Statement/Prospectus or the

Registration Statements (which are addressed in Section 5.8 hereof), filed with any Governmental AuthoritY in connection

with the transactions contemplated hereby and by the other Transaction Agreements will be, at the time of filing, at the

Distribution Date and at the Effective Time, true and correct in all material respects.
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4.4 Brokers or Finders. Other than any arrangement that may be entered into after the date hereof(which shall
be the exclusive liability and obligation of Verizon and not any other party hereto), the material terms of which shall be

disclosed to the Company, no agent, broker, investment banker, f'mancial advisor or other similar Person is or will be entitled,

by reason of any agreement, act or statement by Verizon or any of its Subsidiaries, directors, officers or employees, to any
financial advisory, broker's, finder's or similar fee or commission, to reimbursement of expenses or to indemnification or

contribution in connection with any of the transactions contemplated by this Agreement or other Transaction Agreement.

ARTICLE v

REPRESENTATIONS AND W_ARR-ANTIES OF VERIZON AND SPINCO

Except as disclosed in the corresponding section of the Disclosure Letter delivered by Spinco to the Company
immediately prior to the execution of this Agreement (the "_,,), Verizon and Spinco, jointly andseverally, represent and warrant to the Company as follows:

5.1 Or anization ualification.

(a) Spinco and each of the Spinco Subsidiaries (i) is, or on the date of its incorporation will be, a corporation

duly organized, validly existing and in good standing under the laws of its jurisdiction of incorporation, (ii) has, or will have,

all requisite power and authority to own, lease and operate its properties and assets and to carry on its business as presently

conducted or as proposed to be conducted, and (iii) is, or will be, duly qualified and licensed to do business and is, or will be,

in good standing in each jurisdiction in which the ownership or leasing of its property or the conduct of its business requires
such qualification, except for jurisdictions in which the failure to be so qualified or to be in good standing would not

reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Spinco or the Spinco

Business. The copies of the Spinco certificate of incorporation and bylaws and the certificate of incorporation and bylaws (or

other similar organizational documents) of each Spinco Subsidiary previously made available to the Company are complete
and correct copies of such documents as in full force and effect on the date hereof.

(b) Section 5.1 (b) of the Spinco Disclosure Letter sets forth a list of the Spinco Subsidiaries and theirrespective jurisdictions of incorporation or organization.
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5.2 CaitalStockandOtherMatters.

(a) Spincoisadirect,wholly-ownedSubsidiaryofVerizon,and,asoftheEffectiveTime,shallownorhold
noassets(otherthanthecapitalstockoftheSpincoSubsidiariesandanyrightsheldinconnectionwiththeSpecialPayment
Financing,theSpincoSecurities,thisAgreementoranyotherTransactionAgreement)-

- • . ofS incoconsistsof1,000sharesofSpincoCommon
. thedatehereof,theauthorizedcapitalstock.__P. No haresofSpincoCommonStockareheld

(b) As°fofSpincoCommonStockareissuedanaou_stml...._.. s immediatelypriortotheStock,and1,000s
bySpincoinitstreasury.AlloftheissuedandoutstandingsharesofSpincoCommonStockare,and
EffectiveTimewillbe,validlyissued,fullypaidandnonassessableandfreeofpreemptiverights•

tures,notesorotherindebtednessofSpincooranyoftheSpincoSubsidiarieshavingthe
re) No bonds, deben . _ ....... ;_- the right to vote) on any matters on which holders of

right to vote (or convertible into or exercisable toy secunues n_ .... _ .....
shares of capital stock of Spinco (including Spinco Common Stock) may vote ("_") are, or at the

Distribution Date will be, issued or outstanding.
• • r as otherwise provided for in the Transaction Agreements, there

(d) Except in connection with the.Merger o ........... utstanding securities, options, warrants,
are not, and immediately prior to the Effectwe Time there Will not oc, m,_ ,, any Spinco Subsidiary is a
convertible securities, calls, rights, commitments or Contracts of any kind to which Spinco or

party or by which anY of them is bound obligating Spinco or any Spinco Subsidiary to issue, deliver or sell, or cause to be
issued, delivered or sold, additional shares of capital stock, Spinco Voting Debt or other voting securities of Spinco or any

Spinco Subsidiary or obligating Spinco or any Spinco Subsidiary to issue, grant, extend, redeem, acquire or enter into anY

such security, option, warrant, convertible security, call, right, commitment or Contract.
ctive Time there will not be, anY stockholder agreements,

..... and immediately prior to the Effe .... . - : .... _ by which it is bound
(e) lnere are not, . -- • -- -" ---cement) to wmcn _plnco _ a e": or

an ttae IAiSlrlDuuon/-xg_ . . .. x / . . .

voting trusts or other Contacts (other th_ ,,; 1 stock of Spmco or the Spmco Subsidiaries
relating to voting or transter of anY shares of cap.ta
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5.3 Coroorate Authority; No Violation.

(a) Spinco has the corporate power and authority to enter into this Agreement and each of Spinco and each

Spinco Subsidiary has the corporate power and authority to enter into each other Transaction Agreement to which it is, or as

of the Effective Time will be, a party, and to carry out its obligations hereunder and thereunder. The execution, delivery and

performance by Spinco of this Agreement and by Spinco and each applicable Spinco Subsidiary of each other Transaction

Agreement to which it is or as of the Effective Time will be a party and the consummation of the transactions contemplated

hereby and thereby have been duly authorized by all requisite corporate action on the part of Spinco and the Spinco

Subsidiaries, except for such further action by the Board of Directors of Spinco required to effect the reclassification of the

Spinco Common Stock, the distribution of the Spinco Securities to Verizon and the payment of the Special Payment, each as
contemplated by the Distribution Agreement.

(b) This Agreement has been duly executed and delivered by Spinco and, assuming the due authorization,

execution and delivery by the Company, constitutes a legal, valid and binding agreement of Spinco, enforceable against

Spinco in accordance with its terms (except insofar as such enforceability may be limited by applicable bankruptcy,

insolvency, reorganization, moratorium or similar Laws affecting creditors' fights generally, or by principles governing the

availability of equitable remedies). As of immediately prior to the Effective Time, each other Transaction Agreement to

which Spinco or any Spinco Subsidiary is a party will. have been duly executed and delivered by Spinco or the applicable

Spinco Subsidiary and will, assuming the due authorization, execution and delivery by the other parties thereto, constitute a

legal, valid and binding agreement of Spinco or the applicable Spinco Subsidiary, enforceable against Spinco or the

applicable Spinco Subsidiary in accordance with its terms (except insofar as such enforceability may be limited by applicable

bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting creditors' rights generally, or by principles
governing the availability of equitable remedies).

(c) Neither the execution and delivery by Spinco of this Agreement and by Spinco and each applicable Spinco

Subsidiary of each other Transaction Agreement to which Spinco or the applicable Spinco Subsidiary is, or as of the

Effective Time will be, a party, nor the consummation by Spinco or the applicable Spinco Subsidiary of the transactions

contemplated hereby or thereby, or performance by Spinco or the applicable Spinco Subsidiary of the provisions hereof or

thereof, will (_i) violate or conflict with any provision of Spinco's or the applicable Spinco Subsidiary's certificate of

incorporation or bylaws (or other similar organizational documents); (ii._)assuming the consents and approvals referred to in

Section 5.3(d) are obtained, result in a default (or an event that, with notice or lapse of time or both, would become a default)

or give rise to any right of termination or buy-out by any third party, cancellation, amendment or acceleration of any

obligation or the loss of any benefit under any Contract which, if it existed on the Distribution Date, would constitute a

Spinco Asset; (ii_j) result in the creation of a Lien, pledge, security interest, claim or other encumbrance on any of the issued

and outstanding shares of Spinco Common Stock or capital stock of any Spinco Subsidiary or on any of the Spinco Assets

pursuant to any Contract to which Spinco or any Spinco Subsidiary is a party or by which Spinco or any Spinco Subsidiary or

any of the Spinco Assets is bound or affected; or (iv) assuming the consents and approvals contemplated by Section 5.3(d)

are obtained, violate or conflict with any Order or Law applicable to Spinco or any Spinco Subsidiary, or any of the

properties, businesses or assets of any of the foregoing, other than, in the case of each of clauses (ii) through (iv), any such

violation, conflict, default, right, loss or Lien which would not reasonably be expected to have, individually or in the
aggregate, a Material Adverse Effect on Spinco or the Spinco Business.
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(d) OtherthantheVerizonApprovals,noauthorization,consentorapprovalof,orfilingwith,any
GovernmentalAuthorityisnecessaryfortheconsummationbySpincooranySpincoSubsidiaryofthetransactions
contemplatedbythisAgreementandtheotherTransactionAgreementstowhichSpincooranySpincoSubsidiaryisaparty,
exceptforsuchauthorizations,consents,approvalsorfilingsthat,if notobtainedormade,wouldnotreasonablybeexpected
tohave,individuallyorintheaggregate,aMaterialAdverseEffectonSpincoortheSpincoBusiness.

5.4 FinancialStatements.

(a) VerizonandSpincohavepreviouslymadeavailabletotheCompanYcompleteandcorrectcopiesofthe
auditedcombinedStatementsofSelectedAssets, Selected Liabilities and Parent Funding of the local exchange businesses

and related landline activities of Verizon in the Territory (including Internet access and certain long distance services

provided to customers in those states) for the fiscal years ended December 31, 2007 and 2008, and the related audited

combined statements of income, cash flows and parent funding for the fiscal years ended December 31, 2006, 2007 and 2008,
• " " ts"

including the notes thereto (collectively, the "S inco Financial Statements ).

- " " Statements fairly present in all material respects, and any other financial statements
(b) The Spmco Financial .... _._ ^. co_t_,n 7 16 wil " Iv oresent in all material respects, the

prepared and delivered in accordance with Section t._.H) o................. 1 fair _ _
financial position of the Spinco Business as of the respective dates thereof, and the results of operations and changes in cash

flows, changes in parent funding or other information included therein for the respective periods or as of the respective dates

then ended, in each case except as otherwise noted therein and subject, in the case of unaudited interim statements, to normal

year-end audit adjustments. The Spinco Financial Statements and such other financial statements have been or will be

prepared in accordance with GAAP, applied on a consistent basis, except as otherwise noted therein.
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(c) As of the date hereof, neither Spinco nor any of the Spinco Subsidiaries is required to file any form, report,registration statement, prospectus or other document with the SEC.

(d) Except as set forth in the Spinco Financial Statements, since December 31, 2008, Verizon and its

Subsidiaries conducting the Spinco Business have not incurred any liabilities or obligations arising from the Spinco Business

that are of a nature that would be required to be disclosed on a combined balance sheet prepared consistently with the Spinco
Financial Statements or in the notes thereto prepared in conformity with GAAP, other than liabilities or obligations that have

not had and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Spincoor the Spinco Business.

5.5 A._bsence of Certain Changes or Event:, Except as specifically contemplated by this Agreement or the

other Transaction Agreements, since December 31, 2008, the Spinco Business has been conducted in the ordinary course,
consistent with past practice, and there has not been any state of facts, change, development, event, effect, condition or

occurrence that has had, or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect
on Spinco or the Spinco Business. From December 3 I, 2008 to the date hereof, none ofVerizon, Spinco or any of their

respective Subsidiaries has taken any action or failed to take any action, which action or failure, as the case may be, would
constitute a breach of Section 7.2 if taken without the Company's consent after the date hereof.

5.6 Jnvestigations; Litigation.

(a) There is no material investigation or review pending (or, to pmco s Knowledge, threatened) by anyS " '

Governmental Authority (including, for this purpose only, the Universal Service Administrative Company and any other

administrators designated by the FCC or a State Regulator) with respect to Spinco or any of the Spinco Subsidiaries, or with
respect to Verizon or any Verizon Subsidiary relating to the Spinco Business.
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(b) There are no actions, suits, grievances, arbitrations, investigations or proceedings pending (or, to Spinco's

Knowledge, threatened) against or affecting Spinco or any of the Spinco Subsidiaries or any of their respective properties or

otherwise affecting the Spinco Business at law or in equity before, and there are no Orders of any Governmental Authority, in

each case, which has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse

Effect on Spinco or the Spinco Business.

5.7 Compliance with Laws. The Subsidiaries of Verizon conducting the Spinco Business are and since

January 1, 2006 have been, in compliance with all, and have received no notice of any violation (as yet unremedied) of any,

Laws applicable to such Subsidiaries of Verizon or any of their respective properties or assets or otherwise affecting the

Spinco Business, except where such non-compliance, default or violation has not had, and would not reasonably be expected

to have, individually or in the aggregate, a Material Adverse Effect on Spinco or the Spinco Business. Notwithstanding

anything contained in this Section 5.7, no representation or warranty shall be deemed to be made in this Section 5.7 in respect

of environmental, Tax, employee benefits, labor or communications Laws matters, which are the subject of the

representations and warranties made in Sections 5.10, 5.11, 5.12, 5.13 and 5.19 of this Agreement, respectively.

5.8 Proxy Statement/Prospectus; Registration Statements. None of the information regarding Verizon or its

Subsidiaries, Spinco or the Spinco Subsidiaries, or the Spinco Business, or the transactions contemplated by this Agreement

or any other Transaction Agreement that is provided by Verizon or Spinco or any of their respective Subsidiaries specifically

for inclusion in, or incorporation by reference into, the Proxy Statement/Prospectus or the Registration Statements will, in the

case of the definitive Proxy Statement/Prospectus or any amendment or supplement thereto, at the time of the mailing of the

definitive Proxy Statement/Prospectus and any amendment or supplement thereto, and at the time of the Company

Stockholders Meeting, or, in the case of the Registration Statements, at the time such registration statement becomes

effective, at the time of the Company Stockholders Meeting (in the case of the Company Registration Statement), at the

Distribution Date and at the Effective Time, contain an untrue statement of a material fact or omit to state any material fact

required to be stated therein or necessary in order to make the statements therein, in the light of the circumstances under

which they are made, not misleading. The Spinco Registration Statement will comply in all material respects with the

applicable provisions of the Securities Act or the Exchange Act, as the case may be, and the rules and regulations

promulgated thereunder, except that no representation is made by Verizon or Spinco with respect to information provided by

the Company specifically for inclusion in, or incorporation by reference into, the Spinco Registration Statement.
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5.9 Information Supplied. All documents that Spinco or any Spinco Subsidiary is responsible for filing with

any Governmental Authority in connection with the transactions contemplated hereby or by any other Transaction Agreement

will comply in all material respects with the provisions of applicable Law. All information supplied or to be supplied by

Spinco or any Spinco Subsidiary in any document, other than the Proxy Statement/Prospectus and the Registration

Statements, which are addressed in Section 5.8, filed with any Governmental Authority in connection with the transactions

contemplated hereby and by the other Transaction Agreements will be, at the time of filing, at the Distribution Date and at

the Effective Time, true and correct in all material respects.

5.10 Environmental Matters.

(a) All material Environmental Permits required pursuant to any Environmental Law for operation of the

Spinco Business (i_) have been obtained by the Subsidiaries of Verizon conducting the Spinco Business and (ii) are currently

in full force and effect. Subsidiaries of Verizon conducting the Spinco Business are in material compliance with all material

Environmental Permits required pursuant to any Environmental Law for operation of the Spinco Business.

(b) To Spinco's Knowledge, the Subsidiaries of Verizon conducting the Spinco Business are, and at the

Effective Time Spinco and each of the Spinco Subsidiaries will be, in material compliance with all applicable Environmental

Laws with respect to the Spinco Business. To Spinco's Knowledge, there are no events, conditions, circumstances, activities,

practices or incidents related to the Spinco Business which have given, or would reasonably be likely to give, rise to any

Environmental Claim that has had or would reasonably be expected to have, individually or in the aggregate, a Material

Adverse Effect on Spinco or the Spinco Business.

(c) There is no civil, criminal or administrative action, suit, demand, Environmental Claim, hearing, notice, or

demand letter, notice of violation, investigation or proceeding pending or, to Spinco's Knowledge, threatened against the

Subsidiaries of Verizon conducting the Spinco Business related to any Environmental Permit or any applicable

Environmental Law or any plan, order, decree, judgment, injunction, notice or demand letter issued, entered, promulgated or

approved thereunder, that has had or would reasonably be expected to have, individually or in the aggregate, a Material

Adverse Effect on Spinco or the Spinco Business.
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(d) To Spinco's Knowledge, the Subsidiaries of Verizon conducting the Spinco Business have not generated,

stored, used, emitted, discharged or disposed of any Hazardous Material in the conduct of the Spinco Business except in

material compliance with applicable Environmental Law. To Spinco's Knowledge, Verizon and its Subsidiaries have made

available to the Company for its review copies of those reports, audits, studies or analyses in their possession, custody or
control that are material to the representations made in this Section 5.10.

(e) The Subsidiaries of Verizon conducting the Spinco Business (i) have not, within the past seven years,

received any written request for information, and have not been notified that they are a potentially responsible party, under

the Comprehensive Environmental Response, Compensation or Liability Law in connection with the conduct of the Spinco

Business and (ii) to Spinco's Knowledge, have not, within the past seven years, been, and are not reasonably expected to be,

subject to liability for any Environmental Claim arising under or pursuant to such Laws in connection with the conduct of the
Spinco Business.

5.11 Tax Matters.

(a) Except as would not, individually or in the aggregate, reasonably be expected to have a Material Adverse

Effect on Spinco or the Spinco Business, (i_) all Tax Returns relating to the Spinco Business required to be filed have been

filed, (i_i) all such Tax Returns are true and correct in all respects as filed or have been subsequently amended to make such

Tax Returns true and correct and not further amended, (iii) all Taxes shown as due and payable on such Tax Returns, and all

Taxes (whether or not reflected on such Tax Returns) relating to the Spinco Business required to be paid, have been timely

paid in full, (iv_v_v_all Taxes relating to the Spinco Business for any taxable period (or a portion thereof) beginning on or prior to

the Closing Date (which are not yet due and payable) have been properly accrued for in the Spinco Financial Statements and

other books and records of Spinco and (y_) Verizon and the Subsidiaries of Verizon conducting the Spinco Business have duly

and timely withheld all Taxes required to be withheld in respect of the Spinco Business and such withheld Taxes have been

either duly and timely paid to the proper Taxing Authority or properly set aside in accounts for such purpose and will be duly

and timely paid to the proper Taxing Authority.

(b) No written agreement or other written document waiving or extending, or having the effect of waiving or

extending, the statute of limitations or the period of assessment or collection of any Taxes relating to the Spinco Business or

any Subsidiary of Verizon conducting the Spinco Business that will be transferred to Spinco, and no power of attorney with

respect to any such Taxes, has been filed or entered into with any Taxing Authority.
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(c) (i) NoauditsorotheradministrativeproceedingsorproceedingsbeforeanyTaxingAuthorityare
presentlypendingwithregardtoanyTaxesorTaxReturnoftheSpincoBusinessoranySubsidiaryofVerizonconducting
theSpincoBusinessthatwillbetransferredtoSpinco,astowhichanyTaxingAuthorityhasassertedinwritinganYclaim
which,if adverselydetermined,wouldreasonablybeexpectedtohave,individuallyorintheaggregate,aMaterialAdverse
EffectonSpincoortheSpincoBusiness,and(ii_)noTaxingAuthorityisnowassertinginwritinganYdeficiencyorclaimfor
TaxesoranyadjustmenttoTaxeswithrespecttowhichtheSpincoBusinessoranySubsidiaryofVerizonconductingthe
SpincoBusinessthatwillbetransferredtoSpincomaybeliablewithrespecttoincomeorothermaterialTaxeswhichhasnot
beenfullypaidorfinallysettled.

(d) NoSubsidiaryofVerizonconductingtheSpincoBusiness(i)isapartytoorboundbyorhasany
obligationunderanyTaxseparation,sharingorsimilaragreementorarrangementotherthantheTaxSharingAgreement,
(ii) isorhasbeenamemberofanyconsolidated,combinedorunitarygroupforpurposesoffilingTaxReturnsorpaying
Taxes(otherthanagroupofwhichVerizonisthecommonparentcorporation)orhasanypotentialliabilityforTaxesof
anotherPerson(otherthanVerizonoranyoftheVerizonSubsidiaries)underTreasuryRegulations§1.1502-6or(iii)has
enteredintoaclosingagreementpursuanttoSection7121oftheCode,oranypredecessorprovisionoranysimilarprovision
ofstateorlocallaw.

(e) NoneoftheSpincoAssetsissubjecttoanyTaxlien(otherthanliensforTaxesthatarenotyetdueand

payable).(f) Section5.11(f)oftheSpincoDisclosureLetterlists,asofthedatehereof,allforeignjurisdictionsinwhich
anySubsidiaryofVerizonconductingtheSpincoBusinessfilesamaterialTaxReturn.

• • , in the Soinco Business has agreed to make or is required to make anY
(g) No Subsidiary of V enzon conduct g _. - ..... :__ A_ it,_ of the Code by reason of a change in

adjustment for a taxable period ending after the Effectwe lime unaer a_uu ..... _-J
accounting method or otherwise, except where such adjustments have not had, and would not reasonably be expected to have,

individually or in the aggregate, a Material Adverse Effect on Spinco or the Spinco Business•
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• . • ," eS incoBusinesshasconstitutedeithera"distributing
NoSubsI&aryofVenzonconductingth p ....... _^vlv_ nf ode'linadistributionofstock(h) ...... :.... r,,,_thln th eanin_ ot becuon _J-_t")t'J_" "J wthe C ,

corporation" or a "contronea corpoFauuti t ......... e m _ Code (i) in the

(other than the Distribution or any Internal Spinoff) qualifying for tax-flee treatment under Section 355 of the

two years prior to the date of this Agreement or (ii) in a distribution that could otherwise constitute part of a "plan" or "series

of related transactions" (within the meaning of Section 355(e) of the Code) in connection with the Merger.

i No Subsidiary of Verizon conducting the Spinco Business does so through, and no Spinco Assets are held

p2i)ership, limited liability company treated as a partnership for tax purposes, or any other flow-through entity that, in
by, a or
each case, is not wholly-owned by Verizon wholly-owned by Subsidiaries of Verizon.

(j) None of Verizon or any Subsidiary of Verizon conducting the Spinco Business has taken or agreed to take

any action that is reasonably likely to (nor is any of them aware of anY agreement, plan or other circumstance that would)

prevent the Tax-Free Status of the Transactions.

(k) No Subsidiary of Verizon conducting the Spinco Business has engaged in any listed transaction, or any

reportable transaction the principal purpose of which was tax avoidance, within the meaning of Sections 6011, 6111 and 6112

of the Code•

• • • " t be and will not have been a United States real property holding
1 At the Effective Time, Splnco w_l.1 n o_,__ r,^ao ,_,,,4no t annlicable period specified in Section 897(c)(1)

corporati(2)n within the meaning of Section 897(c)tz)o_tnc .......... _, the ,_

(A)(ii) of the Code.

5.12 Benefit Plans.

as of the date hereof, each "employee benefit

(a) Section 5.12(a)(i) of the Spinco Disclosure Letter lists, incentive, deferred compensation, stock option (or

(as defined in Section 3(3) of ERISA), and all other benefit, bonus, and
plan"
other equity-based compensation), severance, retention, change in control, welfare (including post-retirement medical

life insurance), fringe benefit and similar plans, programs, policies and arrangements, whether or not subject to ERISA and

whether written or oral, sponsored, maintained or contributed to or required to be maintained or contributed to by Verizon or

any Subsidiary of Verizon and (x) that will (or will be required to) be maintained or contributed to by Spinco or any of the

Spinco Subsidiaries on the Distribution Date, as provided in the Employee Matters Agreement, (Y) with respect to which any

Person who is currently, has been or, on or prior to the Effective Time, is expected to become, an employee of any Subsidiary

of Verizon conducting the Spinco Business or is (or will become on the Distribution Date) an employee of Spinco or any
• S"

Spinco Subsidiary (collectively, "_ ) is (or will be) entitled to any benefit or (z) with respect to

which Spinco, Spinco Subsidiary or any Subsidiary of Verizon conducting the Spinco Business has any liability (the "S_Sp_ia_be treated as a Spinco Benefit Plan if pursuant to the

S"Benefit Plans ); provided, however, that no employee benefit plan shall

Employee Matters Agreement neither Spinco, anY Spinco Subsidiary nor any Subsidiary of Verizon conducting the Spinco

Business has or will have any liability with respect to such plan. Section 5.12(a)(ii) of the Spinco Disclosure Letter sets

forth, as of the date hereof, a complete and accurate list of each material employment, consulting, severance, change in

control, retention, termination or other material bilateral contract between any Spinco Business Employee, on the one hand,
Subsidiary of Verizon conducting the Spinco Business, on the other hand, in each

and Spinco, any Spinco Subsidiary or any ts""
case, that is not a Spinco Benefit Plan (collectively, the "S inco Benefit A eements ). With respect to each Spinco Benefit

Plan and Spinco Benefit Agreement, Verizon has provided to the Company complete and accurate copies of (A) such Spinco

Benefit Plan or Spinco Benefit Agreement, including any amendment thereto, (B) each trust, insurance, annuity or other

funding contract related thereto, (C) the most recent financial statements and actuarial or other valuation reports prepared

with respect thereto and (D) the two most recent annual reports on Form 5500 required to be filed with the IRS with respect

thereto (if any).
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.... • , "ncludin_ Sections 4069 and 4212(c) of ERISA) or Section 302 of
No material habd_ty under Title IV.!i ..... -. _ T_rne " ave been incurred by Spmco, anY Subsidiary

ERISA, _)Section 412 of the Code, has been or as ot me t_tl_ ......... wlllh exists that would

of Verizon conducting the Spinco Business or any ERISA Affiliate of any of them, and no condition

reasonably be expected to result in Spinco, any Subsidiary of Verizon conducting the Spinco Business or any ERISA

Affiliate of any of them incurring any such liability, other than liability for premiums due to the PBGC as of the Distribution

Date. The present value of accrued benefits under each Spinco Benefit Plan that is subject to Title IV of ERISA, determined

as of the date of, and based upon the actuarial assumptions used for funding purposes in, the most recent actuarial report

prepared by such plan's actuary with respect to such plan (dated May, 2009), did not exceed the value of the assets (as

determined as of the last business day of the last calendar month ended prior to the date hereof) of such plan allocable to such

accrued benefits.

(c) (i) No Spinco Benefit Plan is or will be at the Effective Time a "multiemployer plan," as defined in

Section 3(37) of ERISA and (ii_ none of Spinco, the Subsidiaries of Verizon conducting the Spinco Business or any ERISA

Affiliate of any of them has made or suffered or will as of the Effective Time (including as a result of the consummation of

the transactions contemplated by the Transaction Agreements (including the Distribution)) have made or suffered a

"complete withdrawal" or a "partial withdrawal," as such terms are respectively defined in Section 4203 and 4205 of ERISA,

the liability for which has not been satisfied in full.
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(d) Each Spinco Benefit Plan and each Spinco Benefit Agreement has been, or for periods on or prior to the

Distribution Date will have been, operated and administered in all material respects in accordance with its terms and

applicable Law, including ERISA and the Code. All contributions and premium payments required to be made with respect

to any Spinco Benefit Plan or Spinco Benefit Agreement have now been, or on the Distribution Date will have been, timely

made, except for (A) any contributions in respect of benefits that have become due but that are not yet payable under the

terms of the applicable Spinco Benefit Plan or Spinco Benefit Agreement or (B) any contributions in lieu of which pension

plan asset transfers will be made under the terms of the Employee Matters Agreement. Appropriate reserves or accruals have

been taken on the Spinco financial statements in accordance with GAAP in respect of any unpaid liabilities incurred or

accrued under or in respect of any Spinco Benefit Plan or Spinco Benefit Agreement. There are no pending or, to Spinco's

Knowledge, threatened claims by, on behalf of or against any of the Spinco Benefit Plans in effect as of the date hereof or

any Assets thereof, that, if adversely determined, would reasonably be expected to have, individually or in the aggregate, a

Material Adverse Effect on Spinco or the Spinco Business, and no matter is pending (other than routine qualification

determination filings, copies of which have been furnished to the Company or will be promptly furnished to the Company

when made) before the IRS, the United States Department of Labor or the PBGC with respect to any Spinco Benefit Plan.

(e) Each Spinco Benefit Plan intended to be "qualified" within the meaning of Section 401(a) of the Code is

so qualified and the trusts maintained thereunder are exempt from taxation under Section 501(a) of the Code, each trust

maintained under any Spinco Benefit Plan intended to satisfy the requirements of Section 501 (c)(9) of the Code has satisfied

such requirements and, in either such case, no event has occurred or condition is known to exist that would reasonably be

expected to have a material adverse effect on such tax-qualified status for any such Spinco Benefit Plan or any such trust.

(f) Except as contemplated by this Agreement and each other Transaction Agreement, no Spinco Benefit Plan

or Spinco Benefit Agreement, no plan or arrangement sponsored or maintained by Verizon in which any Spinco Business

Employee is, or on the Distribution Date will be, a participant and no contractual arrangement between any Subsidiary of

Verizon conducting the Spinco Business and any third party exists, or on the Distribution Date will exist, that could result in

(i) the payment to any current, former or future director, officer, stockholder or employee of Spinco, any Spinco Subsidiary

or any of the Subsidiaries of Verizon conducting the Spinco Business or of any entity the assets or capital stock of which

have been acquired by a Subsidiary of Verizon conducting the Spinco Business, of any money or other property or benefits,

(ii) the acceleration of the time of payment or vesting, or trigger any funding, of any compensation or benefits under any

Spinco Benefit Plan or Spinco Benefit Agreement or (iii) the breach or violation of, default under or limitation on the

Company's right to amend, modify or terminate any Spinco Benefit Plan or Spinco Benefit Agreement, in each case as a

result of the consummation of the transactions contemplated by the Transaction Agreements (including the Distribution),

whether or not (a) such payment, acceleration or provision wonld constitute a "parachute payment" (within the meaning of

Section 280G of the Code) or (b) some other action or event (including separation from service) would be required to cause
such payment, acceleration or provision to be triggered.
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5.13 Labor Matters. None of Spinco, any Spinco Subsidiary or any Subsidiary of Verizon conducting the

Spinco Business is a party to, or bound by, any collective bargaining agreement, employment agreement or other Contract, in

each case, with a labor union or labor organization and no such agreement is currently being negotiated. To Spinco's

Knowledge, as of the date hereof no union organizing campaign is in progress with respect to the Spinco Business

Employees. Except for such matters which have not had, and would not reasonably be expected to have, individually or in

the aggregate, a Material Adverse Effect on Spinco or the Spinco Business, (a_) as of the date hereof, there are no strikes or

lockouts with respect to Spinco Business Employees, (b_) there is no unfair labor practice, charge, complaint, labor dispute

(other than routine individual grievances) or labor arbitration proceeding pending or, to Spinco's Knowledge, threatened

against any of Spinco, any Spinco Subsidiary or any Subsidiaries of Verizon conducting the Spinco Business, (c) there are no

actual or, to Spinco's Knowledge, threatened claims, arbitrations, litigation or consent decrees relating to employment Laws,

terms and conditions of employment and wages and hours pertaining to Spinco Business Employees or employment practices

affecting Spinco Business Employees in the Spinco Business and (d) Spinco, the Spinco Subsidiaries and the Subsidiaries of

Verizon conducting the Spinco Business are in compliance with all applicable Laws respecting (i) employment and

employment practices, (ii) terms and conditions of employment and wages and hours, (iii__)collective bargaining and labor

relations practices, (iv_) layoffs, and (v) immigration. As of the date hereof, none of Spinco, any Spinco Subsidiary or any

Subsidiary of Verizon conducting the Spinco Business has any liabilities under the WARN Act as a result of any action taken

by Spinco, any Spinco Subsidiary or any Subsidiary of Verizon conducting the Spinco Business and that has had, or would

reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Spirrco or the Spinco Business.
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5.14 Intellectual Property.

(a) Section 5.14(a) of the Spinco Disclosure Letter contains, as of the date hereof, a complete and accurate list

of all registered trademarks owned by Verizon or any of its U.S. Affiliates used in the Spinco Business. For the avoidance of

doubt, the post-Closing ownership of and/or rights in such Statutory Intellectual Property and other intellectual property shall

be apportioned between Spinco and the Spinco Subsidiaries, on the one hand, and Verizon and its other Affiliates, on the

other, in accordance with the Intellectual Property Agreement. Section 5.14(a) of the Spinco Disclosure Letter contains a

complete and accurate list of all Statutory Intellectual Property owned by Spinco. For the avoidance of doubt, the post-

Closing ownership of and/or rights in such Statutory Intellectual Property and other intellectual property shall be apportioned

between Spinco and the Spinco Subsidiaries, on the one hand, and Verizon and its other Affiliates, on the other, in

accordance with the Intellectual Property Agreement.

(b) Neither Verizon nor any of its U.S. Affiliates, including the Subsidiaries of Verizon conducting the Spinco

Business, have received since January 1, 2006 any written charge, complaint, claim, demand or notice alleging any

infringement, misappropriation or violation by the Spinco Business of (including any claim that the Subsidiaries of Verizon

conducting the Spinco Business must license or refrain from using) any Verizon Third Party Intellectual Property material to

the Spinco Business.

(c) To Spinco's Knowledge, there are no Liens on any Customer Data, personnel data of Spinco Business

Employees who become employees of the Surviving Corporation or its Subsidiaries at Closing, or Proprietary Business

Information.

(d) Subject to obtaining the required Verizon IP Consents and to complying with the terms and conditions of

any Contracts applicable to Network Element Software, the Surviving Corporation and its Subsidiaries, immediately after the

Effective Time, shall have the right to use the Network Element Software in accordance with such Verizon IP Consents and

such Contracts.

(e) The following software, information, and other Intellectual Property (as defined in the Intellectual Property

Agreement and in the FiOS Intellectual Property Agreement) will be sufficient to permit the Surviving Corporation and its

Subsidiaries to operate the Spinco Business and the Spinco FS Business (as defined in the FiOS Intellectual Property

Agreement) immediately following the Effective Time in a manner consistent with the operation of the Spinco Business and

the Spinco FS Business immediately prior to the Effective Time: (1) the Software as licensed to the Surviving Corporation

and its Subsidiaries (including the restrictions and limitations contained in the Software License Agreement); (2) the FiOS

Software as licensed to the Surviving Corporation and its Subsidiaries (including the restrictions and limitations contained in

the FiOS Software License Agreement); (3) the Licensed Intellectual Property (as defined in the Intellectual Property

Agreement and the FiOS Intellectual Property Agreement) as licensed to the Surviving Corporation and its Subsidiaries

(including the restrictions and limitations contained in the Intellectual Property Agreement and the FiOS Intellectual Property

Agreement); (4) the Proprietary Business Information, the Designated Spinco Statutory Intellectual Property, Designated

Spinco Intellectual Property, and the Spinco Customer Listing Data (each as defined in the Intellectual Property Agreement)

in each case as licensed or transferred to the Surviving Corporation and its Subsidiaries (including the restrictions and

limitations contained in the Intellectual Property Agreement); (5) the Proprietary FS Business Information, Spinco FS

Intellectual Property, and the Spinco FS Customer Listing Data (each as defined in the FiOS Intellectual Property

Agreement) in each case as licensed or transferred to the Surviving Corporation and its Subsidiaries (including the

restrictions and limitations contained in the FiOS Intellectual Property Agreement); (6) the licenses set forth in the

Intellectual Property Agreement with respect to the Licensed Excluded Marks (as defined in the Intellectual Property

Agreement); (7) the Licensed Intellectual Property (as defined in the FiOS Intellectual Property Agreement) as licensed to the

Surviving Corporation and its Subsidiaries (including the restrictions and limitations contained in the FiOS Intellectual

Property Agreement, and the licenses set forth in the FiOS Trademark License Agreement attached as an Exhibit to the FiOS

Intellectual Property Agreement); (8) the West Third Party Intellectual Property (as defined in the Intellectual Property

Agreement and the FiOS Intellectual Property Agreement); and (9) the Third Party Software.
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5.15 Material Contracts.

(a) Section 5.15(a) of the Spinco Disclosure Letter sets forth, and Verizon has made available to the Company

true and complete copies of, all Spinco Material Contracts in effect as of the date of this Agreement. For purposes of this

Agreement, the term "$pinco Material Contracts" means any of the following Contracts (other than this Agreement, each

other Transaction Agreement, the documents relating to the Special Payment Financing and the Spinco Securities, the Spinco

Benefit Plans and the Spinco Benefit Agreements), whether entered into prior to or after the date hereof, to which Verizon or

any Verizon Subsidiary, with respect to the Spinco Business only, is a party: (i) any "material contract" (as defined in item

601 (b)(l 0) of Regulation S-K of the SEC) as such term would be applied to the Spinco Business as if it is a separate entity,

(ii) any non-competition agreement or any other Contract that restricts in any material respect the conduct of any line of

business, (iii) any partnership, joint venture or similar Contract material to the Spinco Business, and (iv) any Contract that

will govern the terms of any Indebtedness (or guarantees thereof) of Spinco or any Spinco Subsidiary after the Effective
Time in excess of $50,000,000.
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(b) (i_) Neither Verizon nor any Subsidiary of Verizon is in breach of or default under the terms of any Spinco

Material Contract where such breach or default has had, or would reasonably be expected to have, individually or in the

aggregate, a Material Adverse Effect on Spinco or the Spinco Business, (ii) to Spinco's Knowledge, no other party to any

Spinco Material Contract is in breach of or in default under the terms of any Spinco Material Contract where such breach or

default has had, or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on

Spinco or the Spinco Business and (ii_ each Spinco Material Contract is a valid and binding obligation of Verizon or any

Subsidiary of Verizon which is a party thereto and, to Spinco's Knowledge, of each other party thereto, and is in full force

and effect, except insofar as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization,

moratorium or similar Laws affecting creditors' rights generally, or by principles governing the availability of equitable
remedies.

5.16 Board and Stockholder Approval. The Boards of Directors of Verizon and Spinco, in each case, at a

meeting duly called, have unanimously approved this Agreement and declared it advisable. As of the date hereof, the sole

stockholder of Spinco is Verizon. Immediately after execution of this Agreement, Verizon will approve and adopt (the

"Spinco Stockholder Approval"), as Spinco's sole stockholder, all aspects of this Agreement and the other Transaction

Agreements and the transactions contemplated hereby and thereby which require the consent of Spinco's stockholder under

the DGCL, Spinco's certificate of incorporation or Spinco's bylaws. The approval of Verizon's stockholders is not required

to effect the transactions contemplated by the Distribution Agreement, this Agreement or the other Transaction

Agreements. Upon obtaining the Spinco Stockholder Approval, the approval of Spinco's stockholders after the Distribution

Date will not be required to effect the transactions contemplated by this Agreement, including the Merger, unless this

Agreement is amended in accordance with Section 251 (d) of the DGCL after the Distribution Date and such approval is

required, solely as a result of such amendment, under the DGCL or by the IRS.

5.17 Sufficiency of Assets.

(a) After giving effect to the Contribution and the other transactions described in or contemplated by the

Distribution Agreement, and subject to the receipt of all applicable approvals and consents, including those contemplated by

Section 5.3(d), Spinco, together with the Spinco Subsidiaries, will have, in all material respects, good and valid title to, or in

the case of leased property, valid leasehold interests in, all of the material Spinco Assets.
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(b) Subject to the immediately following sentence, the assets of Spinco and the Spinco Subsidiaries as at the

Closing Date (assuming the consummation of the Contribution), together with the licenses and services to be made available

pursuant to the Transaction Agreements, will be sufficient to permit the Surviving Corporation and its Subsidiaries to operate

the Spinco Business independent from Verizon and its Subsidiaries (including having the ability to interact with retail and

carrier customers, to provide for acceptances, orders and trouble reports and to dispatch personnel to care for those orders and

trouble reports, to bill for services and to collect accounts receivable) immediately following the Effective Time _) in all

material respects, in compliance with Law and (Z) in a manner substantially consistent with the operation of the Spinco

Business on the date hereof and immediately prior to the Effective Time. Notwithstanding the foregoing, it is understood and
agreed that:

(i) the Company and the Surviving Corporation may not be assigned those assets and services listed

or described in Section 5.17(b)(i) of the Spinco Disclosure Letter, which are necessary for the conduct of the Spinco
Business;

(ii) the Company and the Surviving Corporation are not being assigned the Retained Contracts and

the services provided under the Retained Contracts are necessary for the conduct of the Spinco Business; _ that the

material services provided to the Spinco Business under the Retained Contracts will be provided as part of the Realignment

by means of entering into Contracts on behalf of Spinco with third party vendors (whether or not the same as those under the

Retained Contracts) or with Verizon or Subsidiaries of Verizon unless (x) they are listed on Section 5.17(b)(ii) of the Spinco

Disclosure Letter, (y) the Company and Verizon agree pursuant to Section 7.24 to omit such services as part of the
Realignment or (z) they involve Verizon Third Party Intellectual Property;

(iii) as contemplated by the Employee Matters Agreement, certain of the administrative and regional

headquarters management employees currently operating or advising the Spinco Business may not be transferred to Spinco

and the Spinco Subsidiaries and the immediately preceding sentence assumes that the Surviving Corporation will provide

such equivalent personnel as may be appropriate for the benefit of the Spinco Business;
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(ix) the manner in which the Spinco Business is conducted between the date hereof and the Effective

Time may change on a basis consistent with changes made in the ordinary course of business during such period to the

business of other Affiliates of GTE Corporation offering local exchange telecommunications services;

(x) the immediately preceding sentence shall not be deemed a representation or warranty as to any

revenue, costs or expenses associated with the conduct of the Spinco Business immediately following the Effective Time; and

(xi) the immediately preceding sentence assumes the receipt of all necessary authorizations,

approvals, consents or waivers required by Law, by Governmental Authorities or other third Persons pursuant to their

Contract rights in connection with the transactions contemplated by the Distribution Agreement and this Agreement and

pursuant to the Transaction Agreements.

5.18 Spinco Real Property.

(a) Section 5.18(a) of the Spinco Disclosure Letter sets forth the address of all real property that is, or will be

following the Contribution, Spinco Owned Real Property the loss of which would be material and adverse to the Spinco

Business. After giving effect to the Contribution and the other transactions contemplated by the Distribution Agreement and

subject to the receipt of all applicable consents or approvals, Spinco, or the Spinco Subsidiaries, will have, in all material

respects, good and valid and marketable title to all of the Spinco Owned Real Property identified on Section 5.18(a) of the

Spinco Disclosure Letter, free and clear of all encumbrances other than Permitted Encumbrances. Neither Verizon nor any of

its Subsidiaries has leased or otherwise granted any third party any right to use or occupy any of the Spinco Owned Real

Property identified on Section 5.18(a) of the Spinco Disclosure Letter, and there are no outstanding options, rights of refusal,

rights of first offer, rights of reverter or other third party rights in Spinco Owned Real Property identified on Section 5.18(a)

of the Spinco Disclosure Letter.

(b) Section 5.18(b) of the Spinco Disclosure Letter sets forth a list of the real property leases which are, or

will be following the Contribution (assuming the Contribution occurred on the date hereof), leases of Spinco or a Spinco

Subsidiary ("Spinco Leases"). Section 5.18(b) of the Spinco Disclosure Letter sets forth the subleases in respect of Spinco

Leases as of the date hereof(the "Spinco Subleases"). Spinco has previously made available to the Company complete and

correct copies of each of the Spinco Leases and Spinco Subleases. With respect to Spinco Leases and Spinco Subleases, (i)

each is enforceable in accordance with its terms, except insofar as such enforceability may be limited by applicable

bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting creditors' rights generally, or by principles

governing the availability of equitable remedies, (i i) there is no material default or material breach of a covenant by Verizon

or any of its Subsidiaries, (iii) no event has occurred which with or without the giving of notice or lapse of time, or both,

would constitute such a material default or material breach and (iv_v_v__there has been no collateral assignment or other security

interest and they are not subject to any encumbrance other than Permitted Encumbrances.
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5.19 Communications Regulatory Matters.

(a) Spinco and the Spinco Subsidiaries hold, or on the Distribution Date will hold, all permits, licenses,

franchises, waivers, orders, approvals, concessions, registrations and other authorizations issued or provided by the FCC,

state public service or public utility commissions or other similar state regulatory bodies (the "_") or any other

Governmental Authority relating to communications regulatory matters (including multichannel video) under all Laws

currently in effect that are necessary for Spinco and/or the Spinco Subsidiaries to own their respective assets or operate the

applicable portion of the Spinco Business as currently conducted ( _ ), except such Spinco Licenses the

failure of which to so hold has not had and would not reasonably be expected to have, individually or in the aggregate, a

Material Adverse Effect on Spinco or the Spinco Business.

(b) Verizon and each of the Contributing Companies in the conduct of the Spinco Business has complied since

January 1, 2006 with, and currently is not in violation of, any requirement of Law relating to communications regulatory

matters (including multichannel video) to which Spinco or the Spinco Business is subject, except to the extent that any such

non-compliance or violation has not resulted and would not reasonably be expected to result in any material burden, fine or

consequence on the Spinco Business. Without limiting the foregoing, there is not pending, nor to Spinco's Knowledge,

threatened against Verizon or any of its Subsidiaries any application, action, petition, objection or other pleading, or any

proceeding by or before the FCC or any State Regulators which questions or contests the validity of, or any rights of the

holder under, or seeks the non-renewal, revocation or suspension of any Spinco License. Since January 1, 2006, neither

Verizon nor any of the Contributing Companies has received written notice of an investigation or review by any

Governmental Authority (including, for this purpose only, the Universal Service Administrative Company and any other

administrators designated by the FCC or a State Regulator) relating to communications regulatory matters (including

multichannel video) with respect to a material violation by Verizon or any of the Contributing Companies (with respect to the

use or operation of the Spinco Assets) of any requirement of Law relating to the Spinco Business, excluding any notice in

respect of a matter that has been withdrawn or resolved without the imposition of material penalties, burdens or fines. Spinco

(a) is capable of providing local number portability in material compliance with 47 U.S.C. § 251 (b)(2) and the implementing

rules of the FCC; (b) complies in all material respects with the requirements of the Communications Assistance for Law

Enforcement Act, 47 U_S.C. § 1001 et seq., and the implementing rules of the FCC ("CALEA"); and (c) is capable of

providing 911 service in material compliance with 47 U.S.C. § 251(e)(3) and the implementing rules of the FCC and

applicable state Laws of the State Regulators.
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(c) As of the date hereof, none of Verizon or any Verizon Subsidiary has, with respect to the Spinco Business,

(i) received notice from any Governmental Authority with respect to an intention to enforce multichannel video customer
service standards pursuant to the Communications Act or (ii) agreed with any Governmental Authority to establish

multicharmel video customer service standards that exceed the standards in the Communications Act.

Company Common Stock. Neither Verizon nor Spinco owns (directly or indirectly, beneficially or of

5.20 to any agreement, arrangement or understanding for the purpose of acquiring, holding, voting or
record) or is a party
disposing of, in each case, any shares of capital stock of the Company (other than as contemplated by this Agreement), in
each case other than any ownership by pension or other benefit plans sponsored for employees of Verizon and/or its

Subsidiaries.

5.21 Affiliate Transactions. There are no transactions or Contracts of the type that would be required to be

disclosed by Subsidiaries of Verizon conducting the Spinco Business under Item 404 of Regulation S-K if such companies

were a company subject to such Item between or among (a_)Verizon, Spinco or any Spinco Subsidiary, on the one hand, and

(b_)any individual who is a "named executive officer" (as such term is defined in Section 402 of Regulation S-K) of Verizon,

Spinco or any Spinco Subsidiary, on the other hand, in each case to the extent such transactions or Contracts relate to the

Spinco Business but in each case excluding compensation received as an employee in the ordinary course.

ARTICLE VI

REPRESENTATIONS AND WARRANTIES OF THE COMPANY_

Except as disclosed (i) in the Company SEC Documents (including the exhibits thereto), other than disclosures in
the "Risk Factors" or "Forward-Looking Statements" sections thereof, or (ii) in the corresponding section of the Disclosure

Letter delivered by the Company to Verizon and Spinco immediately prior to the execution of this Agreement (the "Com__Q_m_p____

Disclosure Letter"), the Company represents and warrants to Verizon and Spinco as follows:
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6.1 Organization; Qualification.

(a) The Company is a corporation duly organized, validly existing and in good standing under the laws of the

State of Delaware, has all requisite power and authority to own, lease and operate its properties and assets and to carry on its

business as presently conducted, and is duly qualified and licensed to do business and is in good standing in each jurisdiction

in which the ownership or leasing of its property or the conduct of its business requires such qualification, except for

jurisdictions in which the failure to be so qualified or to be in good standing would not reasonably be expected to have,

individually or in the aggregate, a Material Adverse Effect on the Company. The copies of the Company's certificate of

incorporation and bylaws and the certificate of incorporation and bylaws (or other similar organizational documents) of any

Company Subsidiary that is a Significant Subsidiary of the Company previously made available to Verizon and Spinco are
complete and correct copies of such documents as in full force and effect on the date hereof.

(b) Section 6.1(b) of the Company Disclosure Letter sets forth, as of the date hereof, a list of the Company

Subsidiaries and their respective jurisdictions of incorporation or organization, together with a designation of those Company

Subsidiaries constituting Significant Subsidiaries of the Company.

6.2 Capital Stock and Other Matters.

(a) As of the date hereof, the authorized capital stock of the Company consists of 600,000,000 shares of

Company Common Stock and 50,000,000 shares of preferred stock of the Company. As of May I 1, 2009, 312,356,567

shares of Company Common Stock were issued and outstanding, 6,995,305 shares of Company Common Stock were

reserved for issuance and no share of preferred stock of the Company were issued or outstanding. All of the issued and

outstanding shares of Company Common Stock are validly issued, fully paid and nonassessable and flee of preemptive rights

and were issued in compliance with all applicable securities Laws, including all applicable registration requirements under

the Securities Act (unless an exemption from registration was available for a particular issuance).
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(b) No bonds, debentures, notes or other indebtedness of the Company or any of the Company Subsidiaries

having the right to vote (or convertible into or exercisable for securities having the right to vote) on any matters on which

holders of shares of capital stock of the Company (including Company Common Stock) may vote ("Company Voting Debt")

are, or at the Distribution Date will be, issued or outstanding.

(c) Except as set forth in Section 6.2(a) above, there are no outstanding securities, options, warrants,

convertible securities, calls, rights, commitments or Contracts of any kind to which the Company or any of the Company

Subsidiaries is a party or by which any of them is bound obligating the Company or any of the Company Subsidiaries to

issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of Company Common Stock, Company Voting

Debt or other voting securities of the Company or any of the Company Subsidiaries or obligating the Company or any of the

Company Subsidiaries to issue, grant, extend, redeem, acquire or enter into any such security, option, warrant, convertible

security, call, right, commitment or Contract.

(d) Except as contemplated by this Agreement, there are no stockholders agreements, voting trusts or other

Contracts to which the Company is a party or by which it is bound relating to voting or transfer of any shares of capital stock

of the Company or the nomination of any directors thereof.

6.3 Corporate Authority; No Violation.

(a) The Company has the corporate power and authority to enter into this Agreement and each other

Transaction Agreement to which it is, or as of the Effective Time will be, a party, and subject to obtaining the Requisite

Approval, to carry out its obligations hereunder and thereunder. The execution, delivery and performance by the Company

of this Agreement and each other Transaction Agreement to which it is, or as of the Effective Time will be, a party and the

consummation of the transactions contemplated hereby and thereby have been duly authorized by all requisite corporate

action on the part of the Company, subject to obtaining the Requisite Approval.

(b) This Agreement has been duly executed and delivered by the Company and, assuming the due

authorization, execution and delivery by Verizon and Spinco, constitutes a legal, valid and binding agreement of the

Company, enforceable against the Company in accordance with its terms (except insofar as such enforceability may be

limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws affecting creditors' rights

generally, or by principles governing the availability of equitable remedies). As of immediately prior to the Effective Time,

each other Transaction Agreement to which the Company is a party will have been duly executed and delivered by the

Company and will, assuming the due authorization, execution and delivery by the other parties thereto, constitute a legal,

valid and binding agreement of the Company, enforceable against the Company in accordance with its terms (except insofar

as such enforceability may be limited by applicable bankruptcy, insolvency, reorganization, moratorium or similar Laws

affecting creditors' rights generally, or by principles governing the availability of equitable remedies).
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(c) Neither the execution and delivery by the Company of this Agreement and each other Transaction

Agreement to which the Company is, or as of the Effective Time will be, a party, nor the consummation by the Company of

the transactions contemplated hereby or thereby, or performance by the Company of any of the provisions hereof or thereof,

will (i_) violate or conflict with any provision of the Company's certificate of incorporation or bylaws; (ii) assuming the

consents and approvals referred to in Section 6.3(d) below are obtained, result in a default (or an event that, with notice or

lapse of time or both, would become a default) or give rise to any right of termination by any third party, cancellation,

amendment or acceleration of any obligation or the loss of any benefit under, any Contract to which the Company or any of

the Company Subsidiaries is a party or by which the Company or any of the Company Subsidiaries is bound or affected;

(iii) result in the creation of a Lien, pledge, security interest, claim or other encumbrance on any of the issued and outstanding

shares of Company Common Stock or on any of the assets of the Company or any of the Company Subsidiaries pursuant to

any Contract to which the Company or any of the Company Subsidiaries is a party or by which the Company or the Company

Subsidiaries is bound or affected; or (iv) assuming the consents and approvals contemplated by Section 6.3(d) below are

obtained, violate or conflict with any Order or Law applicable to the Company or any of the Company Subsidiaries, or any of

the properties, business or assets of any of the foregoing, other than, in the case of each of clauses (ii) through (iv), any such

violation, conflict, default, right, loss or Lien which would not reasonably be expected to have, individually or in the

aggregate, a Material Adverse Effect on the Company.

(d) Other than in connection with or in compliance with (i) the provisions of the DGCL, (ii) the Securities

Act, (iii) the Exchange Act, (iv_v_v_the HSR Act, (v) the Communications Act and applicable rules and regulations thereunder

and the FCC Rules, (vi) the approvals set forth in Section 6.3(d) of the Company Disclosure Letter and (vii) the Requisite

Approval (collectively, the "Company Approvals"), no authorization, consent or approval of, or filing with, any

Governmental Authority is necessary for the consummation by the Company of the transactions contemplated by this

Agreement, except for such authorizations, consents, approvals or filings that, if not obtained or made, have not had and

would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the

Company. Notwithstanding the foregoing, although the approvals set forth in Section 6.3(d) of the Company Disclosure

Letter constitute all those authorizations, consents, approvals and filings that the Company reasonably believes, as of the date

of this Agreement, are necessary to obtain or make prior to consummation of the transactions contemplated by this

Agreement, additional State Regulators or other Governmental Authorities not set forth in Section 6.3(d) of the Company

Disclosure Letter may require or seek to require the Company to obtain authorizations, consents or approvals, or make

filings, prior to consummation of the transactions contemplated by this Agreement, and if such additional authorizations,

consents, approval or filings are required, the Company's representations and warranties in this Section 6.3(d) shall not be

deemed to have failed to be true and correct on account of such requirement with respect to authorizations, consents,

approvals or filings not set forth in Section 6.3(d) of the Company Disclosure Letter.
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6.4 Company Reports and Financial Statements.

(a) The Company has previously made available to Spinco complete and correct copies of:

(i) the Company's Annual Report on Form 10-K filed with the SEC under the Exchange Act for the

year ended December 31, 2008, including the Company's audited consolidated balance sheet as of December 31,

2007 and 2008, and the related audited consolidated statements of operations, cash flows and stockholders' equity

for the fiscal years ended December 31, 2008, 2007 and 2006 (the "Company Financial Statements");

(ii) the definitive proxy statement in respect of the Company's 2009 annual meeting of stockholders,

filed by the Company with the SEC under the Exchange Act on April 6, 2009;

(iii) all current reports on Form 8-K (excluding any Form 8-K that is deemed "furnished" under the

Exchange Act) filed by the Company with the SEC under the Exchange Act since January 1, 2009 and prior to the

date hereof; and

(iv) each other form, report, schedule, registration statement and definitive proxy statement filed by

the Company or any of its Subsidiaries with the SEC since January 1, 2009 and prior to the date hereof(collectively,

and together with the items specified in clauses (i) through (iii) above, the "Company SEC Documents").
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(b) As of their respective filing dates (and if amended or superseded by a filing prior to the date of this

Agreement, then on the date of such filing), the Company SEC Documents complied in all material respects, and each other

form, report, schedule, registration statement and definitive proxy statement filed by the Company or any of its Subsidiaries

after the date hereof and prior to the Effective Time (the "Additional Company SEC Documentn") will comply in all material

respects, with the requirements of the Securities Act or the Exchange Act, as the case may be, and, subject to the last sentence

of Section 6.8, none of such Company SEC Documents when filed contained, or will contain, an untrue statement of a

material fact or omitted, or will omit, to state a material fact required to be stated therein or necessary to make the statements

therein, in the light of the circumstances under which they were made, not misleading. The audited consolidated financial

statements and unaudited consolidated interim financial statements included in the Company SEC Documents and the

Additional Company SEC Documents (including any related notes and schedules) fairly present in all material respects, or

will fairly present in all material respects, the financial position of the Company and its consolidated Subsidiaries as of the

respective dates thereof and the results of operations and changes in cash flows, changes in stockholders' equity or other

information included therein for the respective periods or as of the respective dates then ended, in each case except as

otherwise noted therein and subject, in the case ofunaudited interim statements, to normal year-end audit adjustments. The

Company Financial Statements and such other financial statements have been or will be prepared in accordance with GAAP,

consistently applied, except as otherwise noted therein. Since January I, 2006, the Company has timely filed all reports,

registration statements and other filings required to be filed with the SEC under the rules and regulations of the SEC. Since

December 31, 2008, the Company and the Company Subsidiaries have not incurred any liabilities or obligations that are of a

nature that would be required to be disclosed on a consolidated balance sheet prepared consistently with the Company

Financial Statements or in the notes thereto prepared in conformity with GAAP, other than liabilities or obligations that have

not had and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on theCompany.

(c) The Company and the Company Subsidiaries have designed and maintain a system of internal controls

over financial reporting (as defined in Rules 13a-15(f) and 15d-15(0 of the Exchange Act) sufficient to provide reasonable

assurances regarding the reliability of financial reporting and the preparation of financial statements for external purposes in

accordance with GAAP. The Company has designed and maintains disclosure controls and procedures (as defined in Rules

13a-15(e) and 15d-15(e) of the Exchange Act) to ensure that material information required to be disclosed by the Company in

the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the timeperiods specified in th

e SEC s rules and regulations and is accumulated and communicated to the Company's management as

appropriate to allow timely decisions regarding required disclosure and to make the certifications of the principal executive

officer and principal financial officer of the Company required pursuant to Sections 302 and 906 of the Sarbanes-Oxley Act
of 2002, as amended (the "Sarbanes-Oxlev Act").
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6.5 Absence of Certain Changes or Events. Except as specifically contemplated by this Agreement or the

other Transaction Agreements, since December 3 I, 2008, each of the Company and the Company Subsidiaries has conducted

its business in the ordinary course, consistent with past practice, and there has not been any state of facts, change,

development, event, effect, condition or occurrence that has had, or would reasonably be expected to have, individually or in

the aggregate, a Material Adverse Effect on the Company. From December 31, 2008 to the date hereof, none of the

Company or any of the Company Subsidiaries has taken any action or failed to take any action, which action or failure, as the

case may be, would constitute a breach of Section 7.1 if taken without the consent of Verizon and Spinco after the date

hereof.

6.6 Investigations; Litigation.

(a) There is no material investigation or review pending (or, to the Company's Knowledge, threatened) by any

Governmental Authority (including, for this purpose only, the Universal Service Administrative Company and any other

administrators designated by the FCC or a State Regulator) with respect to the Company or any of the Company Subsidiaries.

(b) There are no actions, suits, grievances, arbitrations, investigations or proceedings pending (or, to the

Company's Knowledge, threatened) against or affecting the Company or any of the Company Subsidiaries or any of their

respective properties at law or in equity before, and there are no Orders of any Governmental Authority, in each case, which

has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the

Company.

6.7 Compliance with Laws. The Company and the Company Subsidiaries are and since January 1, 2006 have

been, in compliance with all, and have received no notice of any violation (as yet unremedied) of any, Laws applicable to the

Company, such Company Subsidiaries or any of their respective properties or assets, except where such non-compliance,

default or violation has not had, and would not reasonably be expected to have, individually or in the aggregate, a Material

Adverse Effect on the Company. Notwithstanding anything contained in this Section 6.7, no representation or warranty shall

be deemed to be made in this Section 6.7 in respect of environmental, Tax, employee benefits, labor or communications

Laws matters, which are the subject of the representations and warranties made in Sections 6.10, 6.11, 6.12, 6.13 and 6.15 of

this Agreement, respectively.
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6.8 Proxy Statement/Prospectus; Registration Statements. None of the information regarding the Company or

the Company Subsidiaries or the transactions contemplated by this Agreement provided by the Company specifically for

inclusion in, or incorporation by reference into, the Proxy Statement/Prospectus or the Registration Statements will, in the

case of the definitive Proxy Statement/Prospectus or any amendment or supplement thereto, at the time of the mailing of the

definitive Proxy Statement/Prospectus and any amendment or supplement thereto, and at the time of the Company

Stockholders Meeting, or, in the case of the Registration Statements, at the time such registration statement becomes

effective, at the time of the Company Stockholders Meeting (in the case of the Company Registration Statement), at the

Distribution Date and at the Effective Time, contain an untrue statement of a material fact or omit to state any material fact

required to be stated therein or necessary in order to make the statements therein, in the light of the circumstances under

which they are made, not misleading. The Company Registration Statement and the Proxy Statement/Prospectus will comply

in all material respects with the applicable provisions of the Securities Act and the Exchange Act and the rules and

regulations promulgated thereunder, except that no representation is made by the Company with respect to information

provided by Verizon or Spinco specifically for inclusion in, or incorporation by reference into, the Company Registration

Statement or the Proxy Statement/Prospectus.

6.9 Information Supplied. All documents that the Company is responsible for filing with any Governmental

Authority in connection with the transactions contemplated hereby or by any other Transaction Agreement will comply in all

material respects with the provisions of applicable Law. All information supplied or to be supplied by the Company in any

document, other than the Proxy Statement/Prospectus and the Registration Statements, which are addressed in Section 6.8,

filed with any Governmental Authority in connection with the transactions contemplated hereby and by the other Transaction

Agreements will be, at the time of filing, at the Distribution Date and at the Effective Time, true and correct in all material

respects.

6.10 Environmental Matters.

(a) All material Environmental Permits required pursuant to any Environmental Law for operation of the

business of the Company (i) have been obtained by the Company and the Company Subsidiaries and (ii) are currently in full

force and effect. The Company and each of the Company Subsidiaries are in material compliance with all material

Environmental Permits required pursuant to any Environmental Law for operation of the business of the Company.
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(b) To the Company's Knowledge, the Company and each of the Company Subsidiaries are, and at the

Effective Time will be, in material compliance with all applicable Environmental Laws with respect to the business of the

Company. To the Company's Knowledge, there are no events, conditions, circumstances, activities, practices or incidents

related to the business of the Company which have given, or would reasonably be likely to give, rise to any Environmental

Claim that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect onthe Company.

(c) There is no civil, criminal or administrative action, suit, demand, Environmental Claim, hearing, notice, or

demand letter, notice of violation, investigation or proceeding pending or, to the Company's Knowledge, threatened against

the Company or any of the Company Subsidiaries related to any Environmental Permit or any applicable Environmental Law

or any plan, order, decree, judgment, injunction, notice or demand letter issued, entered, promulgated or approved thereunder,
that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on theCompany.

(d) To the Company's Knowledge, the Company and the Company Subsidiaries have not generated, stored,

used, emitted, discharged or disposed of any Hazardous Material except in material compliance with applicable

Environmental Law. To the Company s Knowledge, the Company and the Company Subsidiaries have made available
to

Verizon for its review copies of those reports, audits, studies or analyses in their possession, custody or control that are
material to the representations made in this Section 6.10.

(e) The Company and each of the Company Subsidiaries (i) have not, within the past seven years, received

any written request for information, and have not been notified that they are a potentially responsible party, under the

Comprehensive Environmental Response, Compensation or Liability Law and (i1_)to the Company's Knowledge, have not,

within the past seven years, been, and are not reasonably expected to be, subject to liability for any Environmental Claimarising under or pursuant to such Laws.

66



T__aNe of Con ten_

6.11 Tax Matters.

(a) Except as would not, individually or in the aggregate, reasonably be expected to have a Material Adverse

Effect on the Company, (i_) all Tax Returns relating to the Company and the Company Subsidiaries required to be filed have

been filed, (_) all such Tax Returns are true and correct in all respects as filed or have been subsequently amended to make

such Tax Returns true and correct and not further amended, (iii) all Taxes shown as due and payable on such Tax Returns,

and all Taxes (whether or not reflected on such Tax Returns) relating to the Company or any the Company Subsidiary

required to be paid, have been timely paid in full, (i_) all Taxes relating to the Company and the Company Subsidiaries for

any taxable period (or a portion thereof) beginning on or prior to the Closing Date (which are not yet due and payable) have

been properly accrued for in the books and records of the Company, and (v_) the Company and the Company Subsidiaries

have duly and timely withheld all Taxes required to be withheld and such withheld Taxes have been either duly and timely

paid to the proper Taxing Authority or properly set aside in accounts for such purpose and will be duly and timely paid to the

proper Taxing Authority.

(b) No written agreement or other written document waiving or extending, or having the effect of waiving or

extending, the statute of limitations or the period of assessment or collection of any Taxes relating to the Company or any

Company Subsidiary, and no power of attorney with respect to any such Taxes, has been filed or entered into with any

Taxing Authority.

(c) (i) No audits or other administrative proceedings or proceedings before any Taxing Authority are

presently pending with regard to any Taxes or Tax Return of the Company or any Company Subsidiary, as to which any

Taxing Authority has asserted in writing any claim which, if adversely determined, would reasonably be expected to have,

individually or in the aggregate, a Material Adverse Effect on the Company, and (ii) no Taxing Authority is now asserting in

writing any deficiency or claim for Taxes or any adjustment to Taxes with respect to which the Company or any Company

Subsidiary may be liable with respect to income or other material Taxes which has not been fully paid or finally settled.

(d) Neither the Company nor any Company Subsidiary (i) is a party to or bound by or has any obligation

under any Tax separation, sharing or similar agreement or arrangement other than the Tax Sharing Agreement and the

Company Tax Sharing Agreement, (ii) is or has been a member of any consolidated, combined or unitary group for purposes

of filing Tax Returns or paying Taxes (other than a group of which the Company is the common parent corporation) or has

any potential liability for Taxes of another Person (other than the Company or any of the Company Subsidiaries under

Treasury Regulations § 1.1502-6) or (iiD has entered into a closing agreement pursuant to Section 7121 of the Code, or any

predecessor provision or any similar provision of state or local law.
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(e) None of the assets of the Company or any of the Company Subsidiaries is subject to any Tax lien (other

than liens for Taxes that are not yet due and payable).

(f) Section 6.1 l(f) of the Company Disclosure Letter lists, as of the date hereof, all foreign jurisdictions in

which the Company or any Company Subsidiary files a material Tax Return.

(g) Neither the Company nor any Company Subsidiary has agreed to make or is required to make any

adjustment for a taxable period ending after the Effective Time under Section 481(a) of the Code by reason of a change in

accounting method or otherwise, except where such adjustments have not had, and would not reasonably be expected to have,

individually or in the aggregate, a Material Adverse Effect on the Company.

(h) Neither the Company nor any Company Subsidiary has constituted either a "distributing corporation" or a

"controlled corporation" (within the meaning of Section 355(a)(1)(A) of the Code) in a distribution of stock qualifying for

tax-free treatment under Section 355 of the Code (i) in the two years prior to the date of this Agreement or (ii) in a

distribution that could otherwise constitute part of a "plan" or "series of related transactions" (within the meaning of Section

355(e) of the Code) in connection with the Merger.

(i) Neither the Company nor any of the Company Subsidiaries has taken or agreed to take any action that is

reasonably likely to (nor are any of them aware of any agreement, plan or other circumstance that would) prevent the Tax-

Free Status of the Transactions.

(j) Neither the Company nor any Company Subsidiary has engaged in any listed transaction, or any reportable

transaction the principal purpose of which was tax avoidance, within the meaning of Sections 6011, 6111 and 6112 of the

Code.
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6.12 Benefit Plans.

(a) Section 6.12(a)(i)ofthe Company Disclosure Letter lists, as of the date hereof, each "employee benefit

plan" (as defined in Section 3(3) of ERISA), and all other benefit, bonus, incentive, deferred compensation, stock option (or

other equity-based compensation), severance, retention, change in control, welfare (including post-retirement medical and

life insurance), fringe benefit and similar plans, programs, policies and arrangements, whether or not subject to ERISA and

whether written or oral, sponsored, maintained or contributed to or required to be maintained or contributed to by the

Company or any of the Company Subsidiaries, or with respect to which any Person who is currently, has been or, prior to the

Effective Time, is expected to become, an employee of the Company or any of the Company Subsidiaries (collectively,

"Company Employees") is entitled to any benefit (the "Company Benefit Plans"), or with respect to which the Company or

any of the Company Subsidiaries has any liability. Section 6.12(a)(ii) of the Company Disclosure Letter sets forth, as of the

date hereof, a complete and accurate list of each material employment, consulting, severance, change in control, retention,

termination or other material bilateral contract between any Company Employee, on the one hand, and the Company or any

Company Subsidiary, on the other hand, in each case, that is not a Company Benefit Plan (collectively, the "_

Benefit Agreements"). With respect to each Company Benefit Plan and Company Benefit Agreement, the Company has

provided to Verizon complete and accurate copies of(A) such Company Benefit Plan or Company Benefit Agreement,

including any amendment thereto, (B) each trust, insurance, annuity or other funding contract related thereto, (C) the most

recent financial statements and actuarial or other valuation reports prepared with respect thereto and (D) the two most recent

annual reports on Form 5500 required to be filed with the IRS with respect thereto (if any).

(b) No material liability under Title IV (including Sections 4069 and 4212(c) of ERISA) or Section 302 of

ERISA, or Section 412 of the Code, has been incurred by the Company, any of the Company Subsidiaries or any ERISA

Affiliate of any of them, and no condition exists that would reasonably be expected to result in the Company, any of the

Company Subsidiaries or any ERISA Affiliate of any of them incurring any such liability, other than liability for premiums

due to the PBGC. The present value of accrued benefits under each Company Benefit Plan that is subject to Title IV of

ERISA, determined based upon the actuarial assumptions used for funding purposes in the most recent actuarial report

prepared by such plan's actuary with respect to such plan, did not exceed, as of its latest valuation date, the then current value

of the assets of such plan allocable to such accrued benefits.

(c) (i) No Company Benefit Plan is a "multiemployer plan," as defined in Section 3(37) of ERISA and

(ii) none of the Company, the Company Subsidiaries or any ERISA Affiliate of any of them has made or suffered a

"complete withdrawal" or a "partial withdrawal," as such terms are respectively defined in Sections 4203 and 4205 of

ERISA, the liability for which has not been satisfied in full.
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(d) Each Company Benefit Plan and Company Benefit Agreement has been operated and administered in all

material respects in accordance with its terms and applicable Law, including ERISA and the Code. All contributions and

premium payments required to be made with respect to any Company Benefit Plan or Company Benefit Agreement have

been timely made, except for any contributions in respect of benefits that have become due but that are not yet payable under

the terms of the applicable Company Benefit Plan or Company Benefit Agreement. Appropriate reserves or accruals have

been taken on the Company's financial statements in accordance with GAAP in respect of any unpaid liabilities incurred or

accrued under or in respect of any Company Benefit Plan or Company Benefit Agreement. There are no pending or, to the

Company's Knowledge, threatened claims by, on behalf of or against any of the Company Benefit Plans in effect as of the

date hereof or any Assets thereof, that, if adversely determined would reasonably be expected to have, individually or in the

aggregate, a Material Adverse Effect on the Company, and no matter is pending (other than routine qualification

determination filings, copies of which have been furnished to Verizon and Spinco or will be promptly furnished to Verizon

and Spinco when made) with respect to any of the Company Benefit Plans before the IRS, the United States Department of

Labor or the PBGC.

(e) Each Company Benefit Plan intended to be "qualified" within the meaning of Section 401(a) of the Code

is so qualified and the trusts maintained thereunder are exempt from taxation under Section 501(a) of the Code, each trust

maintained under any Company Benefit Plan intended to satisfy the requirements of Section 501(c)(9) of the Code has

satisfied such requirements and, in either such case, no event has occurred or condition is known to exist that would

reasonably be expected to have a material adverse effect on such tax-qualified status for any such Company Benefit Plan or

any such trust.

(f) No Company Benefit Plan or Company Benefit Agreement, and no contractual arrangements between the

Company and any third party, exists that could result in (i) the payment to any current, former or future director, officer,

stockholder or employee of the Company or any of the Company Subsidiaries, or of any entity the assets or capital stock of

which have been acquired by the Company or a Company Subsidiary, of any money or other property or benefits, (ii) the

acceleration of the time of payment or vesting, or trigger any funding, of any compensation or benefits under any Company

Benefit Plan or Company Benefit Agreement or (iii) the breach or violation of, default under or limitation on the Company's

right to amend, modify or terminate any Company Benefit Plan or Company Benefit Agreement, in each case as a result of

the consummation of the transactions contemplated by the Transaction Agreements whether or not (g) such payment,

acceleration or provision would constitute a "parachute payment" (within the meaning of Section 280G of the Code) or

(_ some other action or event (including separation from service) would be required to cause such payment, acceleration or

provision to be triggered.
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6.13 Labor Matters. Neither the Company nor any of the Company Subsidiaries is a party to, or bound by,

any collective bargaining agreement, employment agreement or other Contract, in each case, with a labor union or labor

organization and no such agreement is currently being negotiated. To the Company's Knowledge, as of the date hereof no

union organizing campaign is in progress with respect to the Company Employees. Except for such matters which have not

had, and would not reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the

Company, (a) as of the date hereof, there are no strikes or lockouts with respect to CompanY Employees, (b_) there is no unfair

labor practice, charges, complaint, labor dispute (other than routine individual grievances) or labor arbitration proceeding

pending or, to the Company's Knowledge, threatened against the Company or any of the Company Subsidiaries, (c_) there are

no actual or, to the Company's Knowledge, threatened claims, arbitrations, litigation or consent decrees relating to

employment Laws, terms and conditions of employment and wages and hours pertaining to employees of the Company or its

Subsidiaries or employment practices affecting such employees and (_) the Company and the Company Subsidiaries are in

compliance with all applicable Laws respecting 0) employment and employment practices, (ii) terms and conditions of

employment and wages and hours, (iii) collective bargaining and labor relations practices, (iv) layoffs, and

(v) immigration. As of the date hereof, neither the CompanY nor any of the Company Subsidiaries has any liabilities under

the WARN Act as a result of any action taken by the Company and that has had, or would reasonably be expected to have,

individually or in the aggregate, a Material Adverse Effect on the CompanY.

6.14 I_ntellectual Property..

(a) Section 6.14(a) of the Company Disclosure Letter contains, as of the date hereof, a complete and accurate

list of all Statutory Intellectual Property owned by the Company or any of the Company Subsidiaries.

Neither the CompanY nor any Company Subsidiaries has received since January 1, 2006 any written
(b) ....... :-¢-_n,ement misappropriation or violation by the business of the

charge, complaint, claim, demand or nouce aneglng any mu _ _

CompanY of (including anY claim that the Company Subsidiaries conducting the business of the Company must license or

refrain from using) any Company Third Party Intellectual Property material to the business of the Company.
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(c) Tothe Company's Knowledge, there are no Liens on any Intellectual Property owned by the Company orany of the Company Subsidiaries.

6.15 Comm_unications _.

(a) The Company and the Company Subsidiaries hold, and on the Distribution Date will hold, all permits,

licenses, franchises, waivers, orders, approvals, concessions, registrations and other authorizations issued or provided by the

FCC, the State Regulators or any other Governmental Authority relating to communications regulatory matters (including

multichannel video) under all Laws currently in effect that are necessary for the Company and/or the Company Subsidiaries

to own their respective assets or operate the applicable portion of the business of the Company as currently conducted

("_"), except such Company Licenses the failure of which to so hold has not had and would not reasonably

be expected to have, individually or in the aggregate, a Material Adverse Effect on the Company. The Company has in full

force and effect, or will have in full force and effect as of the Closing Date, authority to provide non-facilities-based

international services between the U.S. and all permitted international points pursuant to 47 U.S.C. § 214 and 47 C.F.R. §63.18.

(b) The Company and each of the Company Subsidiaries in the conduct of its business has complied since

January 1, 2006 with, and currently is not in violation of, any requirement of Law relating to communications regulatory

matters (including multichannel video) to which the Company or any of the Company Subsidiaries is subject, except to the

extent that any such non-compliance or violation has not resulted and would not reasonably be expected to result in any

burden, fine or consequence on the business of the Company. Without limiting the foregoing, there is not pending, nor to the

Company's Knowledge, threatened against the Company or any of the Company Subsidiaries any application, action,

petition, objection or other pleading, or any proceeding by or before the FCC or any State Regulators which questions or

contests the validity of, or any rights of the holder under, or seeks the non-renewal, revocation or suspension of any Company

License. Since January 1, 2006, neither the Company nor any of the Company Subsidiaries has received written notice of an

investigation or review by any Governmental Authority (including, for this purpose only, the Universal Service

Administrative Company and any other administrators designated by the FCC or a State Regulator) relating to

communications regulatory matters (including multichannel video) with respect to a material violation by the Company or

any of the Company Subsidiaries of any requirement of Law, excluding any notice in respect of a matter that has been

withdrawn or resolved without the imposition of material penalties, burdens or fines. The Company (a) is capable of

providing local number portability in material compliance with 47 U.S.C. § 251(b)(2) and the implementing rules of the

FCC; (b) complies in all material respects with the requirements of the CALEA; and (c) is capable of providing 911 service

in material compliance with 47 U.S.C. § 251(e)(3) and the implementing rules of the FCC and applicable state Laws of theState Regulators.
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6.16 MaterialContracts.

(a) Section6.16(a)oftheCompanyDisclosureLettersetsforth,andtheCompanYhasmadeavailableto
Verizontrueandcompletecopiesof,allCompanYMaterialContractsineffectasofthedateofthisAgreement.For"Cornan MaterialContracts"meansanYofthefollowingContracts(otherthanthiswhether
purposesofthisAgreement,theterm
Agreement,eachotherTransactionAgreement,theCompanYBenefitPlansandtheCompanYBenefitAgreements),
enteredintopriortoorafterthedatehereof,towhichtheCompanYoranyCompanYSubsidiaryisaparty:(j)any"material
contract"(asdefinedinitem601(b)(10)ofRegulationS-KoftheSEC),(ii)anynon-competitionagreementoranyother
ContractthatrestrictsinanYmaterialrespecttheconductofanYlineofbusiness,(iii___)anYpartnership,jointventureorsimilar

theSpincoSecurities)thatwillgovernthetermsofanyIndebtedness(orguaranteesthereof)oftheSurviving
ContractmaterialtothebusinessoftheCompanY,and(iv)anYContract(otherthanContractsrelatingtotheSpincoPayment

Financingand
CorporationoranyofitsSubsidiariesaftertheEffectiveTimeinexcessof$50,000,000.

(b) AssumingtheaccuracyoftherepresentationsandwarrantiesofVerizonandSpincoinSection5.17and
compliancebyVerizonandSpincowithSection7.24,theCompanYrepresentsthat,asoftheClosingDate,itwillhavethe
capabilitytoassumeresponsibilityforalloftheoperationsoftheSpincoBusiness.TheCompanYrepresentsthatasofthe
ClosingitwillhavethecapabilitytodelivercomparableproductsandservicescomprisingtheSpincoBusinesstocustomers
atservicelevelsandataqualitynolessfavorablethanthoseprovidedbytheContributingCompaniesintheTerritoryasof
immediatelypriortotheClosing. termsofany

CompanyMaterialContractwheresuchbreachordefaulthashad,orwouldreasonablybeexpectedtohave,individuallyor
(c) (i_)NeithertheCompanynoranYCompanySubsidiaryisinbreachofordefaultunderthe

intheaggregate,aMaterialAdverseEffectontheCompanY,(ii__)totheCompanY'sKnowledge,nootherpartytoany
CompanYMaterialContractisinbreachoforindefaultunderthetermsofanYCompanYMaterialContractwheresuch
breachordefaulthashad,orwouldreasonablybeexpectedtohave,individuallyorintheaggregate,aMaterialAdverse
EffectontheCompanYand(_) eachCompanyMaterialContractisavalidandbindingobligationoftheCompanyorany
CompanySubsidiarywhichisapartytheretoand,totheCompany'sKnowledge,ofeachotherpartythereto,andisinfull
forceandeffect,exceptinsofarassuchenforceabilitymaybelimitedbyapplicablebankruptcy,insolvency,reorganization,
moratoriumorsimilarLawsaffectingcreditors'rightsgenerally,orbyprinciplesgoverningtheavailabilityofequitable

remedies.
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6.17 _"
allmaterialrespects,goodandvalidandmarketabletitleto

(a) TheCompanyoraCompanYSubsidiaryhas,in materialandadversetothebusinessoftheCompanY
alloftheCompanYOwnedRealPropertythelossofwhichwould '),freeandclearofallbe encumbrances
(suchCompanYOwnedRealProperty,the"MaterialCornan OwnedRealproe ' orotherwisegrantedanY
otherthanPermittedEncumbrances-NoneoftheCompanYortheCompanySubsidiarieshasleased
thirdpartyanyrighttouseoroccupyanyoftheMaterialCompanyOwnedRealProperty,andtherearenooutstanding
options,rightsofrefusal,rightsoffirstofferorrightsofreverterorotherthirdpartyrightsinanyoftheMaterialCompanY
OwnedRealProperty.

(b) WithrespecttoleasesandsubleasesofrealpropertytowhichtheCompanyoritsSubsidiariesisaparty,
(i)eachisenforceableinaccordancewithitsterms,exceptinsofarassuchenforceabilitymaybelimitedbyapplicable• • "arLawsaffectingcreditors'rightsgenerally,orbyprinciples

• reoranization,moratoriumorstmd . " achofacovenantbythe
bankruptcy,insolvency,rg ........ A;es(ii_ there is no material default or material bre

governing the availability ot eqmtame ,cm .......
CompanY or any CompanY Subsidiaries, _) no event has occurred which with or without the giving of notice or lapse of

time, or both, would constitute such a material default or material breach and (iv_) there has been no collateral assignment or

other security interest and they are not subject to any encumbrance other than permitted Encumbrances.

• • • ,. e Comvany has received the written opinion of each of
O "nions of Corn an Financial Advisors .Tt_ . . _ _¢,_.o A.t thereof, and based upon and subject to

6.18 ___;;_to the eIIect tna_, as u ....... e .

Citigroup Global Markets Inc. ana bvercore r_am_-_, -- la
the assumptions and matters set forth therein, the Aggregate Merger Consideration to be delivered by the CompanY in respect

of the Spinco Common Stock pursuant to the Merger Agreement is fair, from a financial point of view, to the CompanY and

the holders of Company Common Stock. The Company will deliver copies of such written opinions to Verizon promptly

upon receipt.
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6.19 Brokers or Finders. Except with respect to the Persons set forth in Section 6.18, no agent, broker,

investment banker, financial advisor or other similar Person is or will be entitled, by reason of any agreement, act or

statement by the Company, or any of the Company Subsidiaries, directors, officers or employees, to any financial advisory,

broker's, finder's or similar fee or commission, to reimbursement of expenses or to indemnification or contribution in

connection with any of the transactions contemplated by this Agreement or any other Transaction Agreement. The material

terms of the engagement letters between each of the Company's financial advisors and the Company have been provided to

Verizon.

6.20 Takeover Statutes. Other than Section 203 of the DGCL, no "fair price," "moratorium," "control share

acquisition," "business combination," "stockholder protection" or other similar anti-takeover statute or regulation enacted

under Delaware law, or, to the Company's Knowledge, under the law of any other jurisdiction, will apply to this Agreement,

the Merger or the transactions contemplated hereby or thereby. The action of the Board of Directors of the Company in

approving this Agreement and the transactions provided for herein is sufficient to render inapplicable to this Agreement, the

Merger and the transactions contemplated hereby or thereby and the transactions provided for herein, the restrictions on

"business combinations" (as defined in Section 203 of the DGCL) as set forth in Section 203 of the DGCL.

6.21 Certain Board Findings. The Board of Directors of the Company, at a meeting duly called and held,

(i) has determined that this Agreement and the transactions contemplated hereby, including the Merger, and the issuance of

shares of Company Common Stock pursuant to the Merger, are advisable, fair to and in the best interests of the Company and

the stockholders of the Company, i_) approved this Agreement and the transactions contemplated hereby, including the

Merger, and (ii_i) has resolved to recommend that the stockholders of the Company entitled to vote thereon adopt this

Agreement at the Company Stockholders Meeting.

6.22 Vote Required.. The 0nly vote of the stockholders of the Company required under the DGCL, the NYSE

rules or the Company's certificate of incorporation for (a) adoption of this Agreement, (b) amendment of the Company's

certificate of incorporation to increase the number of authorized shares of Company Common Stock in connection with the

issuance of the Aggregate Merger Consideration and (c) the issuance of the Aggregate Merger Consideration is the

affirmative vote of the holders of a majority in voting power of all outstanding shares of Company Common Stock at the

Company Stockholders Meeting (collectively, the "Requisite Approval"). The consummation of the transactions

contemplated hereby have been approved by the Company's Board of Directors such that such consummation and the

issuance of shares of Company Common Stock in the Merger shall be exempted from the terms of the Rights Plan.
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6.23 Affiliate Transactions. There are no transactions or Contracts of the type required to be disclosed by the

Company under Item 404 of Regulation S-K between or among (a) the Company or any Company Subsidiary, on the one

hand, and (b) any individual who is a amed executive officer" or director of the Company (as such term is defined in
Section 402 of Regulation S-K), on the other hand.

ARTICLE VII

COVENANTS AND AGREEMENTR

7.1 .Conduct of Business bv the Company Pending the Merge_. Following the date of this Agreement and

prior to the earlier of the Effective Time and the date on which this Agreement is terminated pursuant to Section 9. l, except

as may be consented to in writing by Verizon (which consent shall not be unreasonably withheld, conditioned or delayed) or

as expressly contemplated by a Transaction Agreement or as set forth in Section 7.1 of the Company Disclosure Letter, the

Company covenants and agrees that the Company and each of the Company Subsidiaries shall conduct its operations in

accordance with its ordinary course of business, consistent with past practice and in compliance with all Laws applicable to it

or to the conduct of its business, and use all commercially reasonable efforts to preserve intact its present business

organization, maintain rights and franchises, keep available the services of its current officers and key employees and

preserve its relationships with customers and vendors in such a manner that its goodwill and ongoing businesses would not

reasonably be anticipated to be impaired in any material respect. Following the date of this Agreement and prior to the

earlier of the Effective Time and the date on which this Agreement is terminated pursuant to Section 9.1 (and

notwithstanding the immediately preceding sentence) except (i_) as may be required by Law or to comply with any Order

relating to the transactions contemplated hereby, (ii) as may be consented to in writing by Verizon (which consent shall not

be unreasonably withheld, conditioned or delayed, except in the case of clauses (a), (b) and (d) and, in respect of the

foregoing clauses, (p) of this Section 7.1, with respect to which such consent may be withheld in Verizon's sole discretion),

(iii) as may be expressly contemplated by this Agreement or the other Transaction Agreements, or (iv) as set forth in

Section 7.1 of the Company Disclosure Letter, the Company shall not, nor shall it permit any of the Company Subsidiaries to:

(a) (i) declare or pay any dividends on or make other distributions in respect of any shares of its capital stock

or partnership interests (whether in cash, securities or property), except for the declaration and payment of(A) cash dividends

or distributions paid on or with respect to a class of capital stock or partnership interests all of which shares of capital stock

or partnership interests, as the case may be, of the applicable corporation or partnership are owned directly or indirectly by

the Company and (B) regular quarterly dividends on the Company Common Stock each quarter in an amount not to exceed

$0.25 per share at times consistent with the dividend payment practices of the Company in 2008 (including a final partial

regular quarterly dividend to the extent permitted under the Company Credit Agreements and paid from existing funds or

existing borrowing capacity, to be declared and paid to pre-Closing Company stockholders, pro rated for the number of days

elapsed between _) the beginning of the quarterly period in which the Effective Time occurs and (v) the day immediately

preceding the Effective Time); (ii) split, combine or reclassify any of its capital stock or issue or authorize or propose the

issuance of any other securities in respect of, in lieu of, or in substitution for, shares of its capital stock; or (iii) redeem,

repurchase or otherwise acquire, or permit any Subsidiary to redeem, repurchase or otherwise acquire, any shares of its

capital stock (including any securities convertible or exchangeable into such capital stock), except (A) pursuant to the terms

of the securities outstanding on the date hereof or any securities issued after the date hereof not in violation of this Agreement

and (B) pursuant to the existing terms of a Company Benefit Plan or any awards thereunder outstanding on the date hereof or

granted thereunder after the date hereof in accordance with this Agreement; _, however, that this Section 7. I (a) shall
not prohibit any such action effected pursuant to the Rights Plan;
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(b) issue,deliverorsell,orauthorizeanysharesofitscapitalstockofanyclass,anyCompanyVotingDebtor
anysecuritiesconvertibleinto,oranyfights,warrantsoroptionstoacquire,anysuchsharesorotherCompanyVotingDebt
orconvertiblesecurities,otherthan(i)pursuanttotheRightsPlan,(ii)theissuanceofsharesofCompanyCommonStock
upontheexerciseofstockoptionsorthevestingofrestrictedstockunitsthatareoutstandingonthedatehereofpursuantto
theCompanyBenefitPlansorgrantedafterthedatehereofpursuanttoclause(iv)below;(ii_j)issuancesbyawholly-ownedSubsidiaryoftheCompanyofitscapitalstocktosuchSubsidi's aren

ary p toranotherwholly-ownedSubsidiaryofthe
Company;and(iv)thegrantingofstockoptions,orthegrantingofrestrictedstockunitsorrestrictedstockintheordinary
courseofbusiness,consistentwiththeCompany'spastpractices,_ thatinnoeventshallthevestingand
exercisabilityofanysuchnewlygrantedoption,restrictedstockunitorrestrictedstockaccelerateorshallanyadditional
rightsbeconveyedwithrespecttheretoonaccountofthetransactionscontemplatedhereby;

(c) amendtheCompany'scertificateofincorporationorbylaws(otherthanamendtheCompany'scertificate
ofincorporationtoincreasethenumberofauthorizedsharesofCompanyCommonStockinconnectionwiththeissuanceof
theAggregate Merger Consideration), or amend any Company Subsidiary's certificate of incorporation or bylaws (or other

similar organizational documents) in any manner that would prevent or materially impair or delay the consummation of the
transactions contemplated by this Agreement;

77



. . " a substantial or controlling equity

rshlp, hmlted habdltY entity, 3omto
ac,,uire or agre_ to acqul Y .... , business or any corpu-a ..... , r

(d) "_ _ A.,.., _nv other manne,, o_._ unit thereof or otherwise acquire or agree tobusiness of the

interest in, or the assets ol, u. _,_ --_
venture, association or other business organization or division or business

tother than the acquisition of equipment and other assets used in the operations of the

acquire any assets sell, lease, license or otherwise encumber or subject to any Lien or otherwise dispose of, or agree to sell,

Company in the ordinary course consistent with past practice);

• one operations, (ii) inventory and

(e) .... l-s real property not used ,n..?llP,b ractice, (iii) any--Lien requiredto belease, license or otherwise encumber or subject to anY Lien or otherwise dispose of, any of its assets (including capital stock

•diaries of the Company but excluding (_) _e_£ -f business consistent wire V o_- r
of Subm - . ..... _,, each case, in the ordinary com_
obsolete eqmpmc_,_, -- Company Credit Agreements and (iv__]permitted Encumbrances);

• tl liable for anY indebtedness or issue
created pursuant to the -a._-.-ise become contm_n Y ..... ,,v of its Submdlanes or

- -- or _uarantee or ore,.,-. -'-:_ of the 12ompany o_ _._ capital Lease)

debt securities or warrants or riglats to _t_q_,.... " " "
incur any indebteones_ _e, ...... _,_ any debt secunu_ operating or

the Company Credit Agreements,.
or sell 2Y f) of others or enter into any material Lease (whether such Lease is an

guarantee anY debt securities of the Company or any of its Submdlanes outstanding
or enter into any interest rate hedge, other than (i_) the incurrence of indebtedness under

_. ,_aebtedness .... -'-_,,de covenants or other terms

• order to refinance any _-S _ _m_e ured and shall not m,.,_ ....... o any customer

ii) subject to clause (g) be!°w':2_, ,,w such refinancing shall b_.--- c__ c,,_,_co Securities, [uD pursu_u .....
4- _r *_.e date hereof, provldeo t[_,,_ _ e,,ecial Payment Financing or tn_ ova-- past practice,

Lll O "

Contract, vendor Contract or real property Lease entered into in the ordinary course of business consistent with
as ut ,a _onflict with or preclude tn_ e
that womu

(_) in connection with equipment leasing in the ordinary course of business, consistent with past practice and

fferorsolicitor
(v) indebtedness owed to the Company or any of its Subsidiaries;

-- after March 1, 2010, o ...... " s Submdlanes tu_ ....

..: • " in clause (f) above,from an_d^_Aoht securities by the company _" it
(g) without lnnlt ng:.... v rmtential lssuanC_ ..... securities other than the Special

or negotiations concemm_ -'_ _ potential issuance of debt
discussion any marketing of any

Surviving Corporation), or authorize ess consistent with past practice, incur or commit to capitalPayment Financing and the issuance of the Spinco Securities;
• . • a egate in excess of $10,000,000,

--. ;., the ordinary course of .busl.n:,_. '_nv capital expenditure in !he_._ or replace facthtles destroyed
...... " ,- " " " 2009

(h) excc.p _ ^. ,_abilities in connection._._._: L .... ection therewItla to rcy,_ Company's

enditures or obligations u.:. *_ or obligations or habmues m ..... (ii) as contemplated by the
covered by insurance),exp .... ¢_ae.anital expend_tur .... not Letter, or the 2010 capital

ottaer tnm, vJ --r . . . . • to the 2009 capital expenditure budget andor damaged due to casualty or accident (whether or of the Company Disclosureis set forth in Section 7.1(h)
expenditurebudget,which...... tians,m,larmall .ater, .lresp:2:tsandtheSpmco usmessintothe

capital .. to the extent st is _ubstan. .Y.:._._,_t m-ating tide SpmCO _os prohibited by Section 7.1
,_r_ ndlmre budget, . _A _ _. ecuon w_, ..... e= permit any action otherwise

(iliP;capital expenditures mcurrc ...... nn 7.1 (h) shall not

CompanY and its business, _ that this Section

(d);



(i) (1_')other than in the ordinary course of business, consistent with past practice, or as required or

contemplated by a Company Benefit Plan or Company Benefit Agreement, grant any increases in the compensation of any of

its directors, officers or employees; (ii.__)other than in the ordinary course of business, consistent with past practice, pay or

agree to pay to any director, officer or employee, whether past or present, any pension, retirement allowance, change in

control, severance or other employee benefit not required or contemplated by any Company Benefit Plan or Company Benefit

Agreement or any other existing benefit, severance, termination, pension or employment plans, Contracts or arrangements as

in effect on the date hereof or as adopted, entered into or amended in accordance with clause (iii) of this Section 7.1 (i) after

the date hereof; (ii__j)other than in the ordinary course of business, consistent with past practice, adopt or enter into any new,

or materially amend any, Company Benefit Plan or Company Benefit Agreement or any other employment or severance or

termination Contract with any director, officer or employee; (ivv) accelerate the vesting of, or the lapsing of restrictions with

respect to, any stock options or other stock-based compensation; or (y_) other than as required or contemplated under the

terms of the applicable Company Benefit Plan, Company Benefit Agreement or collective bargaining agreement, or other

employee plan, agreement, Contract or arrangement (in each case, as in effect on the date hereof or as adopted, entered into

or amended in accordance with clause (iii) of this Section 7. l(i) after the date hereof), take any action to fund or in any other

way secure the payment of compensation or benefits under any Company Benefit Plan, Company Benefit Agreement or
collective bargaining agreement, or any other employee plan, agreement, Contract or arrangement;

(J) authorize, recommend, propose or announce an intention to adopt a plan of complete or partial liquidation
or dissolution of the Company or any of the Company Subsidiaries;

(k) make any material change in its methods of accounting in effect at December 31, 2008 or change its fiscal

year except for changes required by a change in GAAP or required by the auditors of the Company and the CompanySubsidiaries;
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(1) enter into or amend any agreement or arrangement with any Affiliate of the Company or any Company

Subsidiary (other than with wholly-owned Company Subsidiaries) on terms less favorable to the Company or such Company
Subsidiary, as the case may be, than could be reasonably expected to have been obtained with an unaffiliated third party on
an arm's-length basis;

(m) except in the ordinary course of business, consistent with past practice, or as required by Law, modify,
amend or terminate any Company Material Contract to which the Company or any of the Company Subsidiaries is a party or

waive, release or assign any material rights or claims thereunder or enter into any Company Material Contract;

(n) except as would not be expected to materially and adversely affect the Company or any of its Affiliates or

the Surviving Corporation on a going-forward basis after the Effective Time, (i) make or rescind any material express or

deemed election relating to Taxes, including elections for any and all joint ventures, partnerships, limited liability companies

or other investments where the Company has the capacity to make such binding election, (ii_) settle or compromise any

material claim, action, suit, litigation, proceeding, arbitration, investigation, audit or controversy relating to Taxes,
(iii) amend any material Tax Returns or (iv) change in any material respect any of its methods of reporting income or

deductions for federal income tax purposes from those expected to be employed in the preparation of its federal income tax

return for the taxable year ending December 31, 2008 (unless such change is required by Law);

(o) pay, discharge or satisfy any material claims, liabilities or obligations (absolute, accrued, asserted or

unasserted, contingent or otherwise), except for the payment, discharge or satisfaction (which includes the payment of final
and unappealable judgments) in the ordinary course of business, consistent with past practice, or in accordance with their

terms, of liabilities (x) reflected or reserved against in, or contemplated by, the most recent consolidated financial statements

(or the notes thereto) of the Company included in the Company's Annual Report on Form 10-K for the fiscal year ended

December 31, 2008, or (y) incurred in the ordinary course of business since the date of such financial statements; or

(p) agree or commit to do any of the foregoing actions.

7.2 Conduct of Spinco Business Pending the Merger. Following the date of this Agreement and prior to the

earlier of the Effective Time and the date on which this Agreement is terminated pursuant to Section 9.1, except as may be

consented to in writing by the Company (which consent shall not be unreasonably withheld, conditioned or delayed) or as

expressly contemplated by a Transaction Agreement or as set forth in Section 7.2 of the Spinco Disclosure Letter, Verizon

and Spinco jointly and severally covenant and agree that Verizon and each of the Contributing Companies (in regard to the
Spinco Business only) and Spinco and each of the Spinco Subsidiaries shall conduct its operations in accordance with its

ordinary course of business, consistent with past practice and in compliance with all Laws applicable to it or to the conduct of

its business, and use all commercially reasonable efforts to preserve intact its present business organization, maintain rights

and franchises, keep available the services of its current officers and key employees and preserve its relationships with

customers and vendors in such a manner that its goodwill and ongoing businesses would not reasonably be anticipated to be
impaired in any material respect. Following the date of this Agreement and prior to the earlier of the Effective Time and the

date on which this Agreement is terminated pursuant to Section 9.1 (and notwithstanding the immediately preceding

sentence) except (_i)as may be required by Law or to comply with any Order relating to the transactions contemplated hereby,
(ii) as may be consented to in writing by the Company (which consent shall not be unreasonably withheld, conditioned or

delayed, except in the case of clauses (a), (c) and (e) and, in respect of the foregoing clauses, (p) of this Section 7.2, with

respect to which such consent may be withheld in the Company's sole discretion), (iii) as may be expressly contemplated by
this Agreement or the other Transaction Agreements, (iv) as required to permit the ordinary course operation of Verizon's

cash management system prior to the Effective Time, including any distributions of cash in connection therewith, or (v.v.v_3as set

forth in Section 7.2 of the Spinco Disclosure Letter, Spinco shall not, nor shall Verizon or Spinco permit any of the Spinco
Subsidiaries or, to the extent applicable, any of the Contributing Companies with respect to the Spinco Business to:
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(a) issue, deliver or sell, or authorize any shares of Spinco's capital stock or other voting or convertible

securities or capital stock or other voting or convertible securities of any Spinco Subsidiary of any class, or any rights,

warrants or options to acquire, any such shares or securities (including additional options or other equity-based awards that

could be converted into any option to acquire Spinco Common Stock or the capital stock of any Spinco Subsidiary pursuant

to the Employee Matters Agreement or otherwise), other than (i_) pursuant to this Agreement, pursuant to the Distribution

Agreement or required in connection with the Contribution and (ii) issuances by a wholly-owned Subsidiary of Spinco of its

capital stock to such Subsidiary's parent or another wholly-owned Subsidiary of Spinco;

(b) adopt any provision of, or otherwise amend, the certificate of incorporation or bylaws (or other similar

organizational documents) of Spinco or any Spinco Subsidiary in any manner that would prevent or materially impair or
delay the consummation of the transactions contemplated by this Agreement;
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(c) acquire or agree to acquire by merger or consolidation, or by purchasing a substantial or controlling equity

interest in, or the assets of, or by any other manner, any business or any corporation, partnership, limited liability entity, joint

venture, association or other business organization or division or business unit thereof or otherwise acquire or agree to

acquire any assets (other than the acquisition of equipment and other assets used in the operations of the Spinco Business in

the ordinary course consistent with past practice);

(d) sell, lease, license or otherwise encumber or subject to any Lien or otherwise dispose of, or agree to sell,

lease, license or otherwise encumber or subject to any Lien or otherwise dispose of, any of the assets that would constitute

Spinco Assets as of the Distribution Date (including capital stock of Spinco Subsidiaries but excluding (i3 surplus real

property not used in telephone operations, _) inventory and obsolete equipment, in each case, in the ordinary course of

business consistent with past practice and (iii) Permitted Encumbrances);

(e) incur any Indebtedness or guarantee or otherwise become contingently liable for any Indebtedness or issue

or sell any debt securities or warrants or rights to acquire any debt securities of Spinco or any of its Subsidiaries or guarantee

any debt securities of others or enter into any material Lease (whether such Lease is an operating or capital Lease) or enter

into any interest rate hedge, other than (1_')pursuant to any customer Contract, vendor Contract or real property Lease entered

into in the ordinary course of business consistent with past practice, (ii) in connection with equipment leasing in the ordinary

course of business consistent with past practice and _ in connection with the Special Payment Financing and/or the

issuance of the Spinco Securities, as contemplated by the Distribution Agreement;

(f) except in the ordinary course of business, consistent with past practice, incur or commit to capital

expenditures or obligations or liabilities in connection with any capital expenditure in the aggregate in excess of $10,000,000,

in each case, other than (i) capital expenditures or obligations or liabilities in connection therewith to repair or replace

facilities destroyed or damaged due to casualty or accident (whether or not covered by insurance) and (ii) as contemplated by

the 2009 capital expenditure budget of Verizon for the Spinco Business, which is set forth in Section 7.2(0 of the Spinco

Disclosure Letter, or the 2010 capital expenditure budget, to the extent it is substantially similar in all material respects to the

2009 capital expenditure budget (except as set forth in Section 7.2(0 of the Spinco Disclosure Letter), provided that this

Section 7.2(0 shall not permit any action otherwise prohibited by Section 7.2(c);
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(g) authorize, recommend, propose or announce an intention to adopt a plan of complete or partial liquidation

or dissolution of Spinco or any Spinco Subsidiary;

(h) (i_) other than in the ordinary course of business, consistent with past practice, or as required or

contemplated by a Spinco Benefit Plan or Spinco Benefit Agreement, grant any increases in the compensation of any of its

directors, officers or employees; (ii) other than in the ordinary course of business, consistent with past practice, pay or agree

to pay to any director, officer or employee, whether past or present, any pension, retirement allowance, change in control,

severance or other employee benefit not required or contemplated by any Spinco Benefit Plan or Spinco Benefit Agreement

or any other existing benefit, severance, termination, pension or employment plans, Contracts or arrangements as in effect on

the date hereof or as adopted, entered into or amended in accordance with clause (iii) of this Section 7.2(h) after the date

hereof; (iii) other than in the ordinary course of business, consistent with past practice, adopt or enter into any new, or

materially amend any, Spinco Benefit Plan or Spinco Benefit Agreement or any other employment, severance or termination

Contract with any director, officer or employee; (iv_v)accelerate the vesting of, or the lapsing of restrictions with respect to,

any stock options or other stock-based compensation; or (v) other than as required or contemplated under the terms of the

applicable Spinco Benefit Plan, Spinco Benefit Agreement or collective bargaining agreement, or other employee plan,

agreement, Contract or arrangement (in each case, as in effect on the date hereof or as adopted or entered into or amended in

accordance with clause (iii) of this Section 7.2(h) after the date hereof), take any action to fund or in any other way secure the

payment of compensation or benefits under any Spinco Benefit Plan, Spinco Benefit Agreement or collective bargaining

agreement, or any other employee plan, agreement, Contract or arrangement;

(i) other than in the ordinary course of business, consistent with past practice, establish, adopt, enter into,

terminate or amend any collective bargaining agreement, plan, trust, fund, policy or arrangement for the benefit of any

current or former directors, officers, employees or any of their beneficiaries, except, in each case, as contemplated by the

Employee Matters Agreement, as is necessary to comply with applicable Law, or as would not result in a material increase in

the cost of maintaining such collective bargaining agreement, plan, trust, fund, policy or arrangement;

(j) make any material change in Verizon's methods of accounting with respect to the Spinco Business in effect

on December 31, 2008 or change the fiscal year of the Spinco Business except for changes required by a change in GAAP or

required by the auditors of Verizon and the Verizon Subsidiaries;
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(k) except as would not be expected to materially and adversely affect Spinco or any of its Subsidiaries or the

Spinco Business, or the Surviving Corporation on a going-forward basis after the Effective Time, (i) make or rescind any

material express or deemed election relating to Taxes of Spinco or any of its Subsidiaries or the Spinco Business, including

elections for any and all joint ventures, partnerships, limited liability companies or other investments where Verizon or

Spinco has the capacity to make such binding election (other than any election necessary in order to obtain the IRS Ruling

and/or the Distribution Tax Opinion), (ii) settle or compromise any material claim, action, suit, litigation, proceeding,

arbitration, investigation, audit or controversy relating to Taxes of Spinco or any of its Subsidiaries or the Spinco Business,

(iii) amend any material Tax Returns of Spinco or any of its Subsidiaries or relating to the Spinco Business or (iv) change in

any material respect any method of reporting income or deductions of Spinco or any of its Subsidiaries or the Spinco

Business for federal income tax purposes from those expected to be employed in the preparation of its federal income tax

return for the taxable year ending December 31, 2008 (unless such change is required by Law),

(1) pay, discharge or satisfy any material claims, liabilities or obligations (absolute, accrued, asserted or

unasserted, contingent or otherwise), except for the payment, discharge or satisfaction (which includes the payment of final

and unappealable judgments) in the ordinary course of business, consistent with past practice, or in accordance with their

terms, of liabilities (x) reflected or reserved against in, or contemplated by, the Spinco Financial Statements (or the notes

thereto) or (y) incurred in the ordinary course of business since the date of such financial statements;

(m) enter into or amend any agreement or arrangement relating to the Spinco Business that would constitute a

Transferred Affiliate Arrangement and which constitutes a Spinco Asset or Spinco Liability with any Affiliate of Verizon or

any Verizon Subsidiary (other than Spinco or a Spinco Subsidiary), on terms less favorable to Spinco or such Spinco

Subsidiary, as the case may be, than could be reasonably expected to have been obtained with an unaffiliated third party on
an ann' s-length basis;

(n) except in the ordinary course of business, consistent with past practice, or as required by Law, modify,

amend or terminate any Spinco Material Contract or waive, release or assign any material rights or claims thereunder or enter

into any Spinco Material Contract;

(o) amend the Distribution Agreement; or
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(p) agreetocommittotakeanyoftheforegoingactions.

7.3 _stration Statements.

(a) Aspromptlyaspracticablefollowingthedatehereof,theCompany,VerizonandSpincoshallprepare,and
theCompanYshallfilewiththeSEC,theCompanyRegistrationStatement,includingtheProxyStatement/Prospectuswith
respecttothetransactionscontemplatedbythisAgreement,andtheCompanYshalluseallcommerciallyreasonableeffortsto
havesuchProxyStatement/ProspectusclearedbytheSECundertheExchangeActandtheCompanYRegistrationStatement
declaredeffectivebytheSECundertheSecuritiesAct,aspromptlyaspracticableaftersuchfilingsoratsuchothertimeas
Verizon,SpincoandtheCompanymayagree;and

• bleafterobtainingtheRequisiteApproval,if requiredundertheSecuritiesAct
(b) Aspromptlyaspractlca_. "zon.SoincoandtheCompanYshallprepare,andSpincoshall

and/orExchangeAct(orotherwiserequiredbytheSEC)Ven . _
filewiththeSEC,theSpincoRegistrationStatementandSpincoshalluseallcommerciallyreasonableeffortstohavesuch
SpincoRegistrationStatementdeclaredeffectivebytheSECundertheSecuritiesAct,aspromptlyaspracticableaftersuch
filingsoratsuchothertimeasVerizon,SpincoandtheCompanymayagree,butinanycasepriortotheDistributionDate.

racticableafterreceiptthereof,providetoVerizoncopiesofany
_ TheComt_anYshall,aspromptlyasP ....... t.oProxyStatement/Prospectusandthe
t_) •- -- • _....... 1commentswirerespecttou,_

writtencommentsandadviseverlzonot_a_yu,,_
CompanYRegistrationStatementreceivedfromtheSEC.Spincoshall,aspromptlyaspracticableafterreceiptthereof,
providetotheCompanYcopiesofanywrittencommentsandadvisetheCompanyofanyoralcommentswithrespecttothe
SpincoRegistrationStatementreceivedfromtheSEC.All partiesshallhavetherighttoparticipateinconferenceswiththe
SECwithrespecttotheRegistrationStatements.

(d) TheCompanYshallprovideVerizonwithareasonableopportunitytoreviewandcommentonany
amendmentorsupplementtotheProxyStatement/ProspectusorCompanYRegistrationStatementpriortofilingthesame
withtheSEC,andwithacopyofallsuchfilingsmadewiththeSEC.NoamendmentorsupplementtotheProxy
Statement/ProspectusortheCompanYRegistrationStatementwillbemadebytheCompanywithouttheapprovalofVerizon
(suchapprovalnottobeunreasonablywithheld,conditionedordelayed).TheCompanYwilladviseVerizon,promptlyafter
itreceivesnoticethereof,ofthetimewhentheCompanyRegistrationStatementhasbecomeeffectiveoranysupplementor
amendmenthasbeenfiled,oftheissuanceofanystoporder,ofthesuspensionofthequalificationoftheCompanyCommon
StockissuableinconnectionwiththeMergerforofferingorsaleinanyjurisdiction,orofanyrequestbytheSECfor
amendmentoftheProxyStatement/ProspectusortheCompanYRegistrationStatementorrequestsbytheSECforadditional
information.
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• "hareasonableopportunitytoreviewandcommentonany
incoshallprovidetheCompanywit . • .__.1-__h,_camewiththeSEC,andwithacopyofall

(e) _P_ will be made by Spine°amendment or sup ment to any Spinco Registration Statement prior to _-,_ ........

such filings made with the SEC. No amendment or supplement to anY Spinco Registration Statement

without the approval of the CompanY (such approval not to be unreasonably withheld, conditioned or delayed). Spinco will

advise the CompanY, promptly after it receives notice thereof, of the time when any Spinco Registration Statement has

become effective or any supplement or amendment has been filed, of the issuance of any stop order, of the suspension of the

qualification of the Spinco Common Stock issuable in connection with the Distribution for offering or sale in any

jurisdiction, or of anY request by the SEC for amendment of the Spinco Registration Statement or requests by the SEC for

additional information.

(f) As promptly as practicable after the date on which the SEC shall clear (whether orally or in writing) the

Proxy Statement/Prospectus and, if required by the SEC as a condition to the mailing of the Proxy Statement/Prospectus, the

date on which the CompanY Registration Statement shall have been declared effective, the CompanY shall mail, or cause to

be mailed, the Proxy Statement/Prospectus to its stockholders.

• • . an event or circumstance should occur that results in the Proxy

, at an time prior to the Effective T_me, Y. ._:_- .... ,1 e statement of a material fact or

_tatem_l_u _-,,or '_--Ifl's or oYe or both of the Registration statements cont_m_ ,--_ntru

omitting to state anY material fact required to be stated therein or necessary to make the statements therein, in light of the

circumstances under which they are made, not misleading, or that otherwise should be described in an amendment or

supplement to the Proxy Statement/Prospectus or one or both of the Registration Statements, Verizon and the CompanY shall

promptly notify each other of the occurrence of such event and then the applicable party shall promptly prepare, file and clear

with the SEC and, in the case of the Proxy Statement/Prospectus, mail, or cause to be mailed, to the Company's stockholders

each such amendment or supplement•

• ee to romptly provide the CompanY with the information concerning Verizon,

(h) Verizon and Spmco agr . P ..... :_ ,_.. p_,_v Statement/Prospectus and the CompanY

Spinco and their respective Affiliates required to t_e mcmaeu _- ......... _ all commercially reasonable efforts to,

Registration Statement• In furtherance of the foregoing, Verizon and Spinco shall use
or shall use all commercially reasonable efforts to cause their representatives to, furnish as promptly as practicable to the

CompanY such additional financial and operating data and other information concerning the Spinco Business as the Company

may reasonably request to complete the Proxy Statement/Prospectus and the Company Registration Statement in accordance

with the Securities Act and/or Exchange Act (including anY financial statements required to be included therein)•
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(i) The Company agrees to promptly provide Spinco with the information concerning the Company and its

Affiliates required to be included in the Spinco Registration Statement. In furtherance of the foregoing, the Company shall

use all commercially reasonable efforts to, or shall use all commercially reasonable efforts to cause its representatives to,

furnish as promptly as practicable to Spinco such additional financial and operating data and other information concerning

the business of the Company as Spinco may reasonably request to complete the Spinco Registration Statement in accordance

with the Securities Act and/or Exchange Act (including any financial statements required to be included therein).

7.4 Stockholders Meeting.

(a) As promptly as practicable following the date hereof and the date on which the SEC shall clear (whether

orally or in writing) the Proxy Statement/Prospectus and, if required by the SEC as a condition to the mailing of the Proxy

Statement/Prospectus, the Company Registration Statement shall have been declared effective, the Company shall call a

special meeting of its stockholders (the "Company Stockholders Meeting") to be held as promptly as practicable for the

purpose of voting upon (i) the adoption of this Agreement, (ii) the amendment of the Company's certificate of incorporation

to increase the number of authorized shares of Company Common Stock in connection with the issuance of the Aggregate

Merger Consideration and (iii) the issuance of shares of Company Common Stock pursuant to the Merger. This Agreement

shall be submitted for adoption to the stockholders of the Company at such special meeting. The Company shall deliver, or

cause to be delivered, to the Company's stockholders the Proxy Statement/Prospectus in definitive form in connection with

the Company Stockholders Meeting at the time and in the manner provided by the applicable provisions of the DGCL, the

Exchange Act and the Company's certificate of incorporation and bylaws and shall conduct the Company Stockholders

Meeting and the solicitation of proxies in connection therewith in compliance with such statutes, certificate of incorporation

and bylaws.
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(b) The Board of Directors of the Company shall recommend that the Company's stockholders vote in favor

of the items in Section 7.4(a)(i)-(iii) (the "Com an Board Recommendation',) and shall not withdraw, modify or qualify or

publicly propose to withdraw, modify or qualify, in any manner adverse to Verizon, the Company Board Recommendation,including approving or recommending a Company Acquisition Pro

altematwe course ofactio ¢ ..... h _.: ......... oposal or a Company Superior Proposal or any other

the Company may make n ,ana ....... ,t,n, n t_nan e o/Board Recommendation"); provided that the Board of Directors of

a Change of Board Recommendation pursuant to and in conformity with Section 7.1 l(c). For the

avoidance of doubt, the obligation of the Company to call and hold the Company Stockholder Meeting for the purpose of

voting upon the items in Section 7.4(a)(i)-(iii) shall not be affected by a Change of Board Recommendation.

7.5 Efforts to Close. Subject to the terms and conditions of the applicable Transaction Agreement, each of the

parties agrees to use all commercially reasonable efforts to take, or cause to be taken, all actions and to do, or cause to be

done, all things necessary, proper or advisable to consummate and make effective in accordance with the terms of the

Transaction Agreements the transactions contemplated by the Transaction Agreements, including executing such documents,

instruments or conveyances of any kind that may be reasonably necessary or advisable on the terms set forth herein to carry

out any of the transactions contemplated by the Transaction Agreements; _, however, that such additional documents,

instruments and conveyances shall not (w) provide for additional representations or warranties, (x) impose additional

obligations or liabilities on any party, CY) delay the consummation of the transactions contemplated by this Agreement or (_z)be inconsistent with the express terms of any Transaction Agreement.

7.6 _.

(a) Subject to the terms and conditions set forth in this Agreement, each of Verizon, Spinco and the Company

shall use all commercially reasonable efforts (subject to, and in accordance with, applicable Law) to take promptly, or cause

to be taken, all actions, and to do promptly, or cause to be done, and to assist and cooperate with the other party in doing, all

things necessary, proper or advisable under applicable Laws and regulations to consummate and make effective the Merger

and the other transactions contemplated by this Agreement (including, subject to Section 7.18, consummating the Special

Payment Financing), on the express terms set forth herein, including (i) the obtaining of all necessary actions, waivers,

consents and approvals from any Governrnental Authority and the making of all necessary registrations and filings and the

taking of all steps as may be necessary to obtain an approval or waiver from, or to avoid an action or proceeding by, any

Governmental Authority, and (ii_) the defending of any lawsuits or other legal proceedings, whether judicial or administrative,
challenging this Agreement or the consummation of the transactions contemplated by this Agreement.

88



Table of Content_

(b) Subject to the terms and conditions herein provided and without limiting the foregoing, each of Verizon,

Spinco and the Company shall (i) promptly (but in no event later than 60 days after the date hereof) file all applications

requiring prior approval or other submissions required to be filed with (x) the FCC (the "FCC Applications"), except those

submissions addressed in Sections 7.6(i) below and 7.6(j), which shall be made as set forth in those Sections, and except

those applications that may be filed with the FCC for "immediate approval" under 47 C.F.R. Section 1.948(j)(2) or for

approval that permits operation upon application under 47 C.F.R. Section 90.159(c) and (y) the State Regulators in the states

listed in Section 4.2(c) of the Verizon Disclosure Letter and Section 6.3(d) of the Company Disclosure Letter (each, a "Stat_.__ee

PUC Application"), in each case to effect the transfer of control of the Spinco Business and to cause such authorities to

permit consummation of each of the transactions contemplated hereby or by the Distribution Agreement, and respond as

promptly as practicable to any additional requests for information received from the FCC or any State Regulator or by any

party to a FCC Application or a State PUC Application, (ii) use all commercially reasonable efforts to cure not later than the

Effective Time any violations or defaults under any FCC Rules or rules of any State Regulator, (iii) use all commercially

reasonable efforts to cooperate with each other in (A) determining whether any filings are required to be made with, or

consents, permits, authorizations or approvals are required to be obtained from, any other Governmental Authorities in

connection with the execution and delivery of this Agreement and the consummation of the transactions contemplated hereby

and (B) timely making all such filings and timely seeking all such consents, permits, authorizations or approvals. All such

filings shall be joint filings, unless Verizon and the Company mutually agree otherwise.

(c) Each of the Company and Verizon shall use all commercially reasonable efforts to obtain the consents of

the FCC, the State Regulators in the states listed in Section 4.2(c) of the Verizon Disclosure Letter and Section 6.3(d) of the

Company Disclosure Letter, any other State Regulators or other Governmental Authorities relating to communications

regulatory matters (including multichannel video) that may require consents, permits, authorizations or approvals and any

local municipal and county franchise authorities with respect to video franchises, in each case as are required to effect the

transfer of control of the Spinco Business and permit the consummation of each of the transactions contemplated hereby or

by the Distribution Agreement (such consents collectively, the "Telecommunications Regulatory Consents."), and the parties

agree to cooperate fully with each other and with the applicable Governmental Authorities to obtain the Telecommunications

Regulatory Consents at the earliest practicable date. The Company and Verizon shall cooperate in seeking to demonstrate

that the transactions contemplated hereby meet all applicable regulatory standards (as they may be in effect from time to

time) and to obtain all Telecommunications Regulatory Consents without any changes or the imposition of any conditions or

restrictions, other than those (i) the Company may offer in its discretion in any application for an Order approving the

transactions contemplated hereby or in any related filing or testimony or (ii) that would not reasonably be expected to

constitute a Materially Adverse Regulatory Condition. In the event any Governmental Authority imposes any such material

change, condition or restriction on the grant or receipt of any Telecommunications Regulatory Consents, each of the

Company and Verizon shall use all commercially reasonable efforts to seek modification or removal of such change,

condition or restriction.
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(d) Within 120 days after the date of this Agreement, or such other time as the parties may agree, the parties

will make such filings, if any, as may be required by the HSR Act with respect to the transactions contemplated by this

Agreement. Thereafter, the parties will file as promptly as practicable all reports or other documents required or requested by

the U.S. Federal Trade Commission or the U.S. Department of Justice pursuant to the HSR Act or otherwise, including

requests for additional information concerning such transactions, so that the waiting period specified in the HSR Act will

expire as soon as reasonably practicable after the execution and delivery of this Agreement. The Company shall pay all

application fees required in connection with any filings under the HSR Act.

(e) Verizon and the Company shall each cause their respective counsel to furnish the other party such

necessary information and reasonable assistance as the other may reasonably request in connection with its preparation of

necessary filings or submissions under the provisions of the HSR Act or with respect to any Telecommunications Regulatory

Consents.

(f) Verizon and the Company shall each cause their respective counsel to supply to the other party copies of

all correspondence, filings or written communications by such party or its Affiliates with any Governmental Authority or

staff members thereof, with respect to the transactions contemplated by this Agreement and any related transactions, except

for documents filed pursuant to Item 4(c) of the Hart-Scott-Rodino Notification and Report Form or communications

regarding the same, and except for documents or information submitted in response to any request for additional information

or documents pursuant to the HSR Act which reveal Verizon's or the Company's negotiating objectives or strategies or

purchase price expectations.

(g) The parties shall use all commercially reasonable efforts to cooperate with each other in their

communications with any Governmental Authority and related parties, consultants and advisors relative to matters that relate

directly to or may affect the consummation of Merger or the transactions contemplated hereby. No party or its advisor shall

initiate communications, orally or in writing, with, or respond to any inquiry or request of, any Governmental Authority,

including the FCC, the U.S. Department of Justice, State Regulators, state attorney generals and local franchising authorities,

or any consumer advocate which is, or may reasonably be expected to be, a party to a proceeding before a Governmental

Authority, or any third-party consultant or advisor to any of the foregoing, regarding the Merger or the transactions

contemplated hereby, without providing the other party, when reasonably practicable, with reasonable advance notice of the

communication or response. If a Governmental Authority or any consumer advocate or any third-party consultant or advisor

to any of the foregoing initiates communications on matters that relate directly to or may affect the Merger or the transactions

contemplated hereby, the contents or substance of that communication shall be disclosed as promptly as practicable to the

other parties by providing a copy of any written communication and a summary of any oral communication.
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• ctions are asserted with respect to the transactions contemplated hereby or the Transaction
(h) If any obje . .r .. •..... :.... A for threatened to be instituted) by any Governmental

Agreements under any Regulatory Law or lI any suit IS lU_U_u_,_,_
Authority or any private party recommending or seeking to deny the granting of any Telecommunications Regulatory

Consent or challenging anY of the transactions contemplated hereby as violative of any Regulatory Law or otherwise, each of

the Company, Verizon and Spinco shall cooperate in all respects with the other and shall use all commercially reasonable

efforts to contest and resist any such action or proceeding and to have vacated, lifted, reversed or overturned any decree,

judgment, injunction or other order, whether temporary, preliminary or permanent, that is in effect and that prohibits,

prevents or restricts consummation of the transactions contemplated by this Agreement on the express terms contemplated

hereby and by the Transaction Agreements without any changes or the imposition of any conditions or restrictions, other than

those (i) the Company may offer in its discretion in any application for an order approving the transaction contemplated

hereby or in any related filing or testimony or (ii) that would not reasonably be expected to constitute a Materially Adverse

Regulatory Condition; _, however, that the foregoing obligations shall not apply to a final Order of the FCC or any

State Regulators. Neither Verizon nor the CompanY shall settle any such action, suit or proceeding or fail to perfect on a

timely basis any right to appeal any judgment rendered or order entered against such party therein without having previously

consulted with the other party. Notwithstanding the foregoing or any other provision of this Agreement, nothing in this

Section 7.6 shall limit a party's right to terminate this Agreement pursuant to Section 9.1 so long as such party has, prior to

such termination, complied in all respects with its obligations under this Section 7.6. For purposes of this Agreement,

,,_" means the Sherman Antitrust Act, as amended, the Clayton Antitrust Act of 1914, as amended, the HSR

Act, the Federal Trade Commission Act of 1914, as amended, the Communications Act of 1934, as amended, and all other

federal, state or foreign, if any, statutes, rules, regulations, orders, decrees, administrative and judicial doctrines and other

Laws that relate to the granting of regulatory consents in respect of telecommunications matters or that are designed or

intended to prohibit, restrict or regulate actions having the purpose or effect of monopolization or restraint of trade or

lessening competition, whether in the communications industry or otherwise through merger or acquisition•
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(i) To the extent necessary to comply with state laws and regulations and FCC Rules, including those

prohibiting "slamming', as set forth in 47 C.F.R. Section 64.1120, at least 60 days prior to the estimated Closing Date (as

reasonably estimated by the parties), (i) the Company shall, at its own expense, prepare and deliver to Verizon a draft notice

providing the information required by 47 C.F.R. Section 64.1120(e) addressed to the telecommunications customers of

Spinco and the Spinco Subsidiaries, after giving effect to the Contribution, it being understood that Verizon shall have the

opportunity to review and comment on the contents of such notice; and (ii) Verizon shall, at the Company's cost and expense

(which shall be a reimbursement of Verizon's out-of-pocket costs and expenses), cause such notice to be delivered to such

customers at least 30 days before the estimated Closing Date (as reasonably estimated by the parties) by a direct mailing or in
accordance with such method of notice and notification period that the FCC or State Regulators may order or

require. Verizon and/or Spinco will be responsible for preparing, distributing, and filing (at the Company's expense) any

notices relating to "discontinuance, reduction, or impairment" of service to the customers of Spinco and the Spinco
Subsidiaries after giving effect to the Contribution required by 47 C.F.R. Sections 63.19 and 63.71.

(J) On or prior to the Closing Date, the Company, at its own expense, shall adopt (to the extent Permitted by

State Regulators) the tariffs, price lists, schedules of rates, or other statements of terms and conditions, including special

customer arrangements, special assemblies, price flex arrangements, and individual customer-based arrangements of Verizon

and other Verizon Affiliates for telecommunications services, which are applicable in whole or in part in the Territory, are

effective under applicable Laws, and are in effect immediately prior to the Closing (collectively, the "Tariffs"). The

Company shall maintain the Tariffs in effect at least until the end of the service term specified in (i) the Tariffs (to the extent

permitted by State Regulators), (i i) agreements implementing such Tariffs with customers served by Verizon's Affiliates

under retained Blended Customer Contracts and the agreements of customers who do not provide Third Party Consents under

this Agreement (each a "_,,) and (ii__j)agreements implementing such Tariffs with Persons who are Affiliates

of Verizon on or before the Closing Date, and any optional renewal term exercisable by customers which are party to a

Specified Contract or such Affiliates in such agreements or Tariffs. The Company further agrees that, to the extent such

Tariffs or agreements implementing such Tariffs contain rates and charges or other terms and conditions based on volume of

service, amount of purchase or spend, or similar volume commitments by the customers which are party to a Specified

Contract or such Affiliates (the "Volume Commitments"), the Company will reduce such Volume Commitments pro-rata,

without a change in rates and charges or other terms and conditions under such Tariffs or agreements, to reflect the fact that

the customers who are party to a Specified Contract or such Affiliates may, after Closing, take service from both Verizon

Affiliates and the Company and not from Verizon Affiliates or the Company alone. The pro-rata reduction shall be equal to

or exceed the amount of the Volume Commitment provided by Verizon Affiliates after Closing. By way of example, and not

by limitation, if after Closing, such customer or Affiliate purchased 75% of a Volume Commitment from the Company and

25% of a Volume Commitment from Verizon Affiliates, then the Company would reduce the Volume Commitment by 25%

in affected Tariffs and agreements implementing such Tariffs. At its own expense, the Company shall make all filings and

take all other actions as may be required by applicable Laws to make the Tariffs and pro-rata reductions of Volume

Commitments adopted or made by the Company under this Section 7.60 ) legally effective not later than the Effective

Time. If the applicable State Regulators do not permit, in whole or in part, the adoption of such Tariffs by the Company or

the maintenance of such Tariffs during the service terms described above in this Section Z6(j), then from and after the

Effective Time and through the date on which the Company would no longer have been required under this Section 7.60 ) to

maintain the applicable Tariffs had such State Regulators permitted their adoption, the Company will provide service terms,

rates and services equivalent to the applicable Tariffs, including reductions in Volume Commitments, by means and methodsacceptable to the applicable State Regulators.
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(k) In cases in which Verizon or any of its Affiliates is a party to a Contract with a competitive local exchange

carrier, a local exchange carrier, or an interexchange carder for interconnection services within the Territory (collectively, the

"Verizon Interconnection Agreements"), Verizon and the Company agree that until Closing and for a period of six months

following the Closing Date, each of Verizon and the Company shall use all commercially reasonable efforts to facilitate the

negotiation of similar agreements or modifications to and assignments of the Verizon Interconnection Agreements that will

transfer the benefits and obligations of Verizon contained in such Verizon Interconnection Agreements to the Company after

Closing.

7.7 Employee Matters. Verizon, Spinco and the Company agree that throughout the internal restructurings

taken in contemplation of this Agreement, including the Internal Spinoffs and Internal Restructurings, the Contribution,

Distribution, and the Merger, the Spinco Business Employees shall maintain uninterrupted continuity of employment,

compensation and benefits, and, also for union-represented employees, uninterrupted continuity of representation for

purposes of collective bargaining and uninterrupted continuity of coverage under their collective bargaining agreements, in

each case as contemplated by and provided in the Employee Matters Agreement and other than as set forth in Section 2.3 of

the Distribution Agreement.
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7.8 Certain Third Party_ Consents.

(a) Verizon and Spinco shall use all commercially reasonable efforts to identify and obtain prior to the Closing

any material Verizon Third Party Consents necessary to be obtained to authorize, approve or permit the consummation of the

transactions contemplated by the Distribution Agreement or this Agreement. If such Verizon Third Party Consents have not

been obtained prior to the Closing, Verizon and the Surviving Corporation shall use all commercially reasonable efforts

thereafter to obtain such Verizon Third Party Consents within six months following the Closing Date; _ however

that any consent costs or other considerations to be paid by Verizon and the Company (or, for periods following the Closing,

the Surviving Corporation) to obtain Verizon Third Party Consents sought pursuant to this Section 7.8(a) and Verizon IP

Consents sought pursuant to Section 7.8(b), together with costs associated with the separation of any Blended Customer

Contract as provided in Section 7.8(e), shall be borne by the parties as provided in Section 7.8(a) of the Verizon Disclosure

Letter; provided further, however that (x) such limitation shall not apply to any filing, recordation or similar fees payable to

any Governmental Authority, which filing, recordation or similar fees shall be shared equally between Verizon, on the one

hand, and the Company or the Surviving Corporation, on the other hand, and (y) such calculation of amounts for which the

parties have agreed to share shall exclude any amounts payable by the Surviving Corporation pursuant to the Software

License Agreement.

(b) Promptly following the date hereof and, if the Closing occurs, for a period of six months following the

Closing Date, Verizon shall use, and shall cause its Affiliates to use, all commercially reasonable efforts, in cooperation with

the Company or the Surviving Corporation, to identify and thereafter obtain Verizon IP Consents. The parties shall bear the

costs of obtaining any Verizon IP Consent (collectively, the "Verizon IP Consent Costs") as provided in Section 7.8(a) of the

Verizon Disclosure Letter. For the avoidance of doubt, (i) Verizon IP Consents shall include any authorization, approval,

consent, waiver or replacement license of a third Person required to permit the Surviving Corporation and its Subsidiaries, as

applicable, to retain rights after the Closing to any material Network Element Software that is made available to one or more

Contributing Companies pursuant to a Retained Contract and (ii) except to the extent provided otherwise in Section 7.8(a) of

the Verizon Disclosure Letter, Verizon IP Consent Costs shall not include the costs attributable to obtaining for the benefit of

the Surviving Corporation or its Subsidiaries any upgrade or maintenance, support or other service used or useful in the

operation of material Network Element Soft-ware following the Closing or the costs attributable to any licenses under Verizon

Third Party Intellectual Property required to receive and use services pursuant to the Software License Agreement.
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(c) Notwithstandinganythingtothecontrarycontainedherein,butsubjecttotheobligations set forth in this

Section 7.8(a) and, with respect to the circumstances described in the first sentence of Section 7.8(0 , to the provisions of

Section 7.8(0 , to the extent any Verizon Third Party Consent or Verizon IP Consent is required in connection with the

consummation of the transactions contemplated by the Distribution Agreement or this Agreement and such Verizon Third

Party Consent or Verizon IP Consent is not received at or prior to the Closing, then, (i) if applicable, the Contract that is the

subject of such Verizon Third Party Consent shall not be assigned in the Contribution and (ii) if applicable, to the extent any

such Contract requiring a Verizon Third Party Consent may only be enjoyed by Verizon or an Affiliate of Verizon, such

Contract shall be transferred to Verizon or another Affiliate of Verizon, and Verizon agrees in each case to use all

commercially reasonable efforts to make the benefits of any such Contract available to the Surviving Corporation for the

remaining term thereof(it being understood that Verizon shall not be obligated to renew or extend any such Contract other

than those that are up for renewal or extension within six months following the Closing Date) and its Subsidiaries following

the Closing Date, subject to (x) the assumption of obligations in respect of such Contract (to the extent such obligations relate

to or arise from the benefits of such Contract that have been made available to the Surviving Corporation and its Subsidiaries)

by the Surviving Corporation and its Subsidiaries and (y_) the limitations on required payments set forth in Sections 7.8(a) and7.8(b).

(d) Verizon shall use all commercially reasonable efforts to deliver to the Company within 60 days of the date

hereof(i) a list of all third parties who are counterparties to a Retained Contract and which Verizon reasonably believes were

paid an aggregate of $250,000 or more in calendar year 2008 by Verizon or its Subsidiaries as indicated in the accounts

payable system of Verizon in respect of such Contract and (ii__)to the extent not prohibited pursuant to confidentiality

obligations contained in any such Contract, either (A_) a copy of such Contract (if such Contract is in writing) or (B) a
description of the products/services which are the subject of the Contract.

(e) With respect to Blended Customer Contracts, Verizon and the Company will use all commercially

reasonable efforts to obtain prior to the Closing or, if not obtained, will use all commercially reasonable efforts to obtain

within six months following the Closing Date, from the counterpart), to each Blended Customer Contract any needed consent

to separate the portion of such Contract that relates to the goods or services purchased from or supplied to the Spinco

Business under such Blended Customer Contract, it being agreed that Verizon and the Company shall not be required to grant

any consideration to any counterparty to such a Blended Customer Contract except to the extent of any consent costs that are

included in the amounts for which Verizon has agreed to be responsible pursuant to Section 7.8(a). The Contract constituting

the separated portion of any Blended Customer Contract that relates to the Spinco Business as described in the preceding

sentence shall be assumed by and become the responsibility of Spinco (or the Surviving Corporation to the extent it is
separated following the Closing).
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(f) With respect to (x) any Contract associated with a Retained Customer Account, (y) any failure to assign

any customer Contract that would have been assigned in the Contribution as a Spinco Asset but for the failure to obtain a

Verizon Third Party Consent or (z) any failure to assume any Blended Customer Contract that would have been assumed in

part by Spinco pursuant to Section 7.8(e) but for the failure of the counterparty to consent to such assumption, then (i) to the

extent such Contract involves the provision to the customer thereunder oflLEC services that are a part of the Spinco

Business, Verizon shall use the Surviving Corporation and its Subsidiaries succeeding to the Spinco Business to provide such

services to such customer subject to the rights, if any, of such customer under such Contract to consent thereto and (i_i) to the

extent such Contract involves the provision to the customer thereunder of non-ILEC services, Verizon shall continue to

provide such services to such customer in accordance with such Contract. With respect to ILEC services delivered by the

Surviving Corporation and its Subsidiaries in respect of such Contracts, Verizon shall either (A) remit to the Surviving

Corporation amounts received from the applicable customers in accordance with the applicable Tariff (which the Surviving

Corporation shall have mirrored in accordance with Section 7.6(j)) or, if applicable, in accordance with Section 7.6(j), in each

case including as to payment terms or (B) make payment to the Surviving Corporation in accordance with the terms of the

applicable Transferred Affiliate Arrangement, including as to payment terms. With respect to non-ILEC services and ILEC

services delivered by Verizon or its Subsidiaries under such Contracts without the assistance of the Surviving Corporation or

its Subsidiaries, Verizon shall remit to the Surviving Corporation its net amounts received (after payment of third party costs

and any applicable taxes) in respect of the delivery of such services to such customers, which payment shall be made by

Verizon promptly after its receipt of such revenues and in any event no later than 45 days thereafter. The provisions of this

Section 7.8(0 shall exclusively govern the circumstances described in the first sentence hereof, notwithstanding any other

provision of this Agreement or the Distribution Agreement.

(g) Verizon will use all commercially reasonable efforts to identify to the Company prior to the Closing any

Verizon Guarantees (as defined in the Distribution Agreement) and any Spinco Guarantees (as defined in the Distribution

Agreement).
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(h) Within ninety days of the date hereof, Verizon shall deliver to Company, to the best of its knowledge after

reasonable diligence, a complete and accurate list, as of the date of delivery of such list, of all Third party Software (as
Software License Agreement and the FiOS Software License Agreement) used in or with the Software (asFiOS Software License Agreement), and

defined in the of the vendor/supplier of each such item of Third party
defined in the Software License Agreement), the FS Software (as defined in the

other material Third party Software. Such list shall include the name
Software, the type of license (e.g., facilities based, seat, location based, etc.), and a good faith estimate of the license fees for

of Third party Software on such list. Verizon shall update the list promptly if anY additional Third partylist and prior to the Closing. prior to the

each such item as described above at any time after the delivery of the initiaclompany in obtaining licenses to such Third
Software is used
Closing, Verizon shall cooperate with Company as reasonably requested by
party Software, including by waiving any provisions in its agreements with the vendors/suppliers of the Third party Software

that would prohibit such vendors/suppliers from licensing such software to CompanY or its Affiliates.

(i) The Parties covenant to work in good faith to complete Schedule A of the Software License Agreementa description of the services to be performed, (2) the Software

within 30 days of the date hereof. Schedule A shall include (1) Fee (as defined in the Software

to which such services shall be applied, and (3) a breakdown of the Annual Maintenance

License Agreement) by each portion of Software. Verizon shall update the list promptly if any additional MaintenanceAgreement) become applicable to the Software or the FS Software, respectively,

Services (as defined in the Software License (as defined in the FiOS Software License Agreement) at

as each is used in the Spinco Business and the Spinco FS Business

any time after the delivery of the initial list and prior to the Closing-

ers.
7.9 Tax Matters . - ,,^rico ,, and the CompanY, as .to.

soon as reasonably practicable after the date of this. A greReme22st,V,_ S__ the IRS Ruling, and (i i) any
(a) As ..... e IRS a request (.uae ' _ "fo __
" - _'-- Mer-er, shall submit to m or the Merger that Verizon, in consultation with the

matters germane to tn_ E, Contribution, the Distribution
other ruling in connection with the Ruling Request and anY supplemental materials submitted to the IRS relating

Company, deems to be appropriate. The initial
thereto (each, an "IRS Submission") shall be prepared by Verizon. Verizon shall provide the Company with a reasonable

comment on each IRS Submission prior to the filing of such IRS Submission with the IRS asfrom any IRS

opportunity to review and
contemplated by Section 10.01(b) of the Tax Sharing Agreement; _ that Verizon may redact

information (,,Redactable Information") that (A) Verizon, in its good faith judgment, considers to beAgreement or anY of the other Transaction

Submission anY 'publicly av'ailable information, including any non.confidential filing.confidential and not germane to the CompanY s or Spmco s obligations under this

Agreements, and (13) is not a part of anY other



(b) Verizon shall provide the Company with copies of each IRS Submission as filed with the IRS promptly
following the filing thereof; _ that Verizon may redact any Redactable Information from the IRS Submission. Each

of Verizon, Spinco and the Company agrees to use all commercially reasonable efforts to obtain the IRS Ruling and the other

rulings set forth in the Ruling Request, including providing such appropriate information and representations as the IRS shall

require in connection with the Ruling Request and any IRS Submissions• Solely for the avoidance of doubt, nothing in this
Section 7.9(b) shall provide grounds for Verizon, Spinco or the Company to alter any obligation or limitation imposed upon

it under this Agreement. . m an am'ees to use all commercially reasonable efforts to obtain the

(c) Each ofVerizon, Spmco and the Co p , Y 7 ..... t._ m_ _ " a any other rulings issued by the• . . • .......... UnUtl ul_ xl,._, l.ullne,,
Distribution Tax Opinion. The D_stnbuUon Tax Opinion snau o_ u,_,_,_ v
IRS in connection with the Ruling Request, and customary representations and covenants, including those contained in

certificates of Verizon, Spinco, the Company and others, reasonably satisfactory in form and substance to Verizon Tax
• S _ ,

Counsel (such representations and covenants, the ,'Wls_ibution Tax Re resentaUons ). Each of Verizon, Spinco and the

Company shall deliver to Verizon Tax Counsel, for purposes of the Distribution Tax Opinion, the Distribution Tax

Representations• Verizon and Spinco, on the one hand. and the CompanY, on the other hand, shall cooperate with each other

(d) shall use all their respective commerc(ally reasonable efforts to obtain, a written opinion of their respective
in obtaining, and
tax counsel, CompanY Tax Counsel, in the case of the CompanY, and Verizon Tax Counsel, in the case of Verizon and

Spinco, in form and substance reasonably satisfactory to the Company and Verizon, respectively (each such opinion, a
,,_"), dated as of the Effective Time, to the effect that, on the basis of facts, representations and

assumptions set forth in such opinion, the Merger will be treated as a tax-flee reorganization within the meaning of
Section 368(a) of the Code, and no gain or loss will be recognized by Spinco or its stockholders (except to the extent of cash

in lieu of fractional share interests) in the Merger• Each of the CompanY, Verizon and Spinco shall deliver to CompanY Tax

Counsel and Verizon Tax Counsel for purposes of the Merger Tax Opinions customary representations and covenants,

including those contained in certificates of the Company, Verizon, Spinco and others, reasonably satisfactory in form and

substance to Company Tax Counsel and Verizon Tax Counsel•
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(e) Prior to the Effective Time, each of Verizon, Spinco and the Company agrees to use all commercially

reasonable efforts to cause the Tax-Free Status of the Transactions.

7.10 Access to Information.. Upon reasonable notice, each ofVerizon, Spinco and the Company shall, subject

to applicable Law, afford to each other and to each other's respective officers, employees, accountants, counsel and other

authorized representatives, reasonable access during normal business hours, from the date hereof through to the date which is

the earlier of the Effective Time or the date on which this Agreement is terminated pursuant to Section 9.1, to its and its

Subsidiaries' officers, employees, accountants, consultants, representatives, plants, properties, Contracts (other than Retained

Contracts), commitments, books, records (including Tax Returns) and any report, schedule or other document filed or

received by it pursuant to the requirements of the federal or state securities laws, and shall use all commercially reasonable

efforts to cause its respective representatives to furnish promptly to the others such additional financial and operating data

and other information in its possession, as to its and its Subsidiaries' respective businesses and properties as the others or

their respective duly authorized representatives, as the case may be, may reasonably request, it being understood that in no

event will any party be required to provide access to its accountants' work papers or to customers proprietary network

information (other than as the parties may mutually agree in a separate written agreement and, with respect to customer

proprietary network information, to the extent permitted by the FCC Rules) and, in the case of Spinco and Verizon, the

foregoing obligations will be limited to information regarding the Spinco Business.

7.11 No Solicitation.

(a) Except as set forth in Sections 7.11 (b) through (d) hereof, the Company agrees that, following the date of

this Agreement and prior to the earlier of the Effective Time or the date on which this Agreement is terminated pursuant to

Section 9.1, neither it nor any Company Subsidiary shall, and that it shall use all commercially reasonable efforts to cause its

and each of the Company Subsidiary's officers, directors, employees, advisors and agents not to, directly or indirectly,

(i) knowingly solicit, initiate or encourage any inquiry or proposal that constitutes or could reasonably be expected to lead to

a Company Acquisition Proposal, (ii) provide any non-public information or data to any Person relating to or in connection

with a Company Acquisition Proposal, engage in any discussions or negotiations concerning a Company Acquisition

Proposal, or otherwise knowingly facilitate any effort or attempt to make or implement a Company Acquisition Proposal,

(iii) approve, recommend, agree to or accept, or propose publicly to approve, recommend, agree to or accept, any Company

Acquisition Proposal, or (iv_) approve, recommend, agree to or accept, or propose to approve, recommend, agree to or accept,

or execute or enter into, any letter of intent, agreement in principle, merger agreement, acquisition agreement, option

agreement or other similar agreement related to any Company Acquisition Proposal. Without limiting the foregoing, any

violation of the restrictions set forth in the preceding sentence by any of the Company Subsidiaries or any of the Company's

or the Company Subsidiaries' officers, directors, employees, agents or representatives (including any investment banker,

attorney or accountant retained by the Company or the Company Subsidiaries) shall be a breach of this Section 7.11 (a) by the

Company. The Company agrees that it will immediately cease and cause to be terminated any existing activities, discussions

or negotiations with any Persons conducted heretofore with respect to any Company Acquisition Proposal (except with

respect to the transactions contemplated by this Agreement).
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(b) Nothing contained in this Agreement shall prevent the Company or the Company's Board of Directors

from, prior to the receipt of the Requisite Approval, engaging in any discussions or negotiations with, or providing any non-

public information to, any Person, if and only to the extent that (j) the Company receives from such Person a bona fide

Company Superior Proposal or a Company Acquisition Proposal that the Company's Board of Directors determines in good

faith (after consultation with a financial advisor of nationally recognized reputation) would reasonably be expected to lead to

a Company Superior Proposal and in either case that was not solicited after the date of this Agreement, (ii) the Company's

Board of Directors determines in good faith (after consultation with its legal advisors) that its failure to do so would

reasonably be expected to result in a breach of the Board of Directors' fiduciary duties under applicable Law, (iii) prior to

providing any information or data to any Person in connection with a proposal by any such Person, such information has been

provided to Verizon (or is provided to Verizon at the same time it is provided to such Person, to the extent not previously

provided or made available to Verizon) and (iv) prior to providing any non-public information or data to any Person or

entering into discussions or negotiations with any Person, the Company's Board of Directors notifies Verizon promptly of

any such inquiry, proposal or offer received by, any such information requested from, or any such discussions or negotiations

sought to be initiated or continued with, the Company, any Company Subsidiary or any of their officers, directors,

employees, advisors and agents after the date of this Agreement indicating, in connection with such notice, the material terms

and conditions of the Company Acquisition Proposal and the identity of the Person making such Company Acquisition

Proposal. The Company agrees that it shall keep Verizon reasonably informed, on a reasonably prompt basis (and in any

event within 24 hours following receipt of any Company Acquisition Proposal or any changes thereto), of the status and

material terms of any such proposals or offers, any changes thereto, and the status of any such discussions or negotiations and

will notify Verizon promptly of any determination by the Company's Board of Directors that a Company Superior Proposal

has been made. For purposes of this Agreement, a "Company Superior Proposal" means any proposal or offer made by a

third party to acquire, directly or indirectly, by merger, consolidation or otherwise, for consideration consisting of cash and/or

securities, at least a majority of the shares of the Company Common Stock then outstanding or all or substantially all of the

assets of the Company and the Company Subsidiaries and otherwise on terms which the Board of Directors of the Company

(after consultation with its legal and financial advisors) determines in its good faith judgment to be more favorable to the

Company's stockholders than the Merger (taking into account all of the terms and conditions of such proposal and of this

Agreement as well as any other factors deemed relevant by the Board of Directors of the Company) and reasonably capable

of being consummated on the terms so proposed, taking into account all financial, regulatory, legal and other aspects of such

proposal.
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(c) Notwithstanding anything to the contrary contained herein, but subject to compliance with this Section

7.1 l(c), prior to the receipt of the Requisite Approval, the Board of Directors of the CompanY may, if it concludes in good

faith (after consultation with its legal advisors) that failure to do so would reasonably be expected (taking into account any
new or revised proposals made by Verizon) to result in a breach of its fiduciary duties under applicable Law, effect a Change

of Board Recommendation, but only if:

(i) the Company shall have provided prior written notice to Verizon of its intention to take any such

action at least five Business Days in advance of taking such action (the "Notice Period"), which notice shall specify

(A) if such Change of Board Recommendation is not being made as a result of a Company Superior Proposal, the
Board of Directors' reasons for taking such action, and (B) if such Change of Board Recommendation is being made

as a result of a CompanY Superior Proposal, or involves the recommendation of a Company Superior Proposal, the

material terms and conditions of any such Company Superior Proposal (including the identity of the party making

such Company Superior Proposal); and

• in such Change of Board Recommendation or recommending such Company
(ii) prior to effect g ...... : ....... hm't an amended written proposal or to

Superior Proposal the CompanY shall provide Venzon me opportumt_' ........ 1
make a new written proposal to the Board of Directors of the CompanY during the Notice Period.

In the event of any material revisions to the Company Superior Proposal, the CompanY shall be required to deliver a new
written notice to Verizon and to comply with the requirements of this Section 7.11 (c) with respect to such new written notice

except that the Notice Period shall be reduced to two Business Days.
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(d) Nothing in this Agreement shall prohibit the Company from taking and disclosing to its stockholders a

position contemplated by Rule 14d-9 and Rule 14e-2(a) promulgated under the Exchange Act or from making any disclosure

to the Company stockholders if, in the good faith judgment of the Board of Directors of the Company (aider consultation with

its legal advisors), it is required to do so in order to comply with its fiduciary duties to the Company's stockholders under

applicable Law; provided, however, that any disclosure other than a "stop, look and listen" or similar communication of the

type contemplated by Rule 14d-9(f) under the Exchange Act, unless accompanied by an express rejection of any applicable

Company Acquisition Proposal or an express reaffirmation of the Company Board Recommendation, shall be deemed to be a

Change of Board Recommendation subject to Section 7.11.

7.12 Director and Officer Matters.

(a) From and after the date hereof, the Company, the Surviving Corporation and their respective Subsidiaries

shall provide such cooperation and assistance as Verizon may reasonably request to enable, if Verizon so chooses, Verizon or

a Subsidiary thereof to maintain following the Closing, at Verizon's expense, directors' and officers' liability insurance

policies and fiduciary liability insurance policies covering each person who is, or has been at any time prior to the Effective

Time, an officer or director of Verizon or a Contributing Company and each person who served at the request of a

Contributing Company as a director, officer, trustee or fiduciary of another corporation, partnership, joint venture, trust,

pension or other employee benefit plan or enterprise, including any person serving in such capacity with respect to Spinco or

a Spinco Subsidiary (the "Identified Persons").

(b) At the Closing, the Surviving Corporation will, on behalf of itself, its Subsidiaries and their respective

successors and assigns and for all parties claiming by, through or under them (the "Surviving Corporation Releasors"),

execute and deliver to each Identified Person a release irrevocably releasing, remising and forever discharging such Identified

Person, and its estates and heirs, of and from any and all claims, whether presently known or unknown, which any Surviving

Corporation Releasor has or may have of any kind arising out of or pertaining to acts or omissions, or alleged acts or

omissions, by such Identified Person in the capacities specified in Section 7.12(a) prior to the Effective Time; _,

however, that such release shall also include a release, executed by such Identified Person, on behalf of itself and its estates

and heirs and for all parties claiming by, through or under them (the "Identified Persons Releasors"), irrevocably releasing,

remising and forever discharging the Surviving Corporation, its Subsidiaries and their respective successors and assigns, of

and from any and all claims, whether presently known or unknown, which any Identified Persons Releasor has or may have

of any kind.
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(c) In the event of any claim, action, suit, arbitration, proceeding or investigation ("Action") arising out of or

pertaining to acts or omissions, or alleged acts or omissions, by the Identified Persons in the capacities specified in

Section 7.12(a) prior to the Closing, from and after the Effective Time the Surviving Corporation and its Subsidiaries shall

provide reasonable cooperation, at Verizon's expense, in defense of any such Action.

7.13 Public Announcements. Verizon and the Company shall consult with each other and shall mutually agree

upon any press release or public announcement relating to the transactions contemplated by this Agreement. Neither of them

shall issue any such press release or make any such public announcement or statement (including through any advertising,

press conference, media appearance or other forum) prior to such consultation and agreement, except as may be required by

applicable Law or by obligations pursuant to any listing agreement with any national securities exchange or automated inter-

dealer quotation system, in which case the party proposing to issue such press release or make such public announcement

shall use all commercially reasonable efforts to consult in good faith with the other party before issuing any such press
release or making any such public announcement.

7.14 Notification.

(a) Verizon shall give notice to the Company, and the Company shall give notice to Verizon, of any

occurrence or non-occurrence of any fact or event that would reasonably be expected to cause the failure of Verizon or its

Affiliates or the Company or its Affiliates, as the case may be, to comply with or satisfy, in any material respect, any closing
condition set forth in Article VIII.

(b) Each of the parties hereto shall keep the others informed on a timely basis as to (_i) the status of the

transactions contemplated by the Transaction Agreements and the obtaining of all necessary and appropriate exemptions,

rulings, consents, authorizations and waivers related thereto, including the Telecommunications Regulatory Consents and (fi)

the status of any other material regulatory proceeding pending as of the date hereof or arising prior to the Effective Time,

affecting the Spinco Business or the business of the Company, as applicable.

7.15 Control of Other Party's Business. Nothing contained in this Agreement shall give Verizon or Spinco,

directly or indirectly, the fight to control or direct the Company's operations prior to the Effective Time. Nothing contained

in this Agreement shall give the Company, directly or indirectly, the fight to control or direct the operations of the Spinco

Business prior to the Effective Time. Prior to the Effective Time, Verizon and the Company shall exercise, consistent with

the terms and conditions of this Agreement, complete control and supervision over their respective operations.
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7.16 Financial Statements and Related Information.

(a) Beginning with the fiscal quarter ending on March 31, 2009, Verizon will deliver to the Company, (i) with

respect to each fiscal quarter other than the last fiscal quarter of a fiscal year, promptly upon their being prepared (and in any

event no later than 40 days after the end of such fiscal quarter), unaudited combined Statements of Selected Assets, Selected

Liabilities and Parent Funding of the local exchange businesses and related landline activities of Verizon in the Territory

(including Internet access and certain long distance services provided to customers in those states), together with the related

unaudited combined statements of income, cash flows and parent funding for the portion of the fiscal year then ended and (i_i)

with respect to the last fiscal quarter of a fiscal year, promptly upon their being prepared (and in any event no later than 75

days after the end of such fiscal quarter), audited combined Statements of Selected Assets, Selected Liabilities and Parent

Funding of the local exchange businesses and related landline activities of Verizon in the Territory (including Internet access

and certain long distance services provided to customers in those states), together with the related audited combined

statements of income, cash flows and parent funding for such fiscal year. Such statements shall be prepared from the books

and records of Verizon and the Contributing Companies (to the extent relating to the Spinco Business) in accordance with

GAAP applied on a consistent basis throughout the periods involved using the same accounting principles, practices,

methodologies and policies used in preparing the Spinco Financial Statements (except as may otherwise be required under

GAAP), shall satisfy the requirements of Regulation S-X under the Exchange Act and present fairly, in all material respects,

the financial position and operating results and changes in cash flows and changes in parent funding of the Spinco Business

as of the dates and for the periods indicated therein.

7.17 Directors of the Surviving Corporation.. The Company, Verizon and Spinco shall take all action

reasonably necessary to cause the Board of Directors of the Company immediately prior to the Effective Time to consist of

twelve members, (i) three of whom shall be designated by Verizon and (ii._)nine of whom shall be designated by the

Company, which directors shall be the Board of Directors of the Surviving Corporation. One of the Company's designees

shall serve as chairman of the board. Within six months following the date of this Agreement, Verizon shall give the

Company written notice setting forth its designees to the Surviving Corporation's Board of Directors and such information

with respect to each of its designees as is required to be disclosed in the Proxy Statement/Prospectus or would be required to

be disclosed in a proxy statement for an annual meeting. Promptly after Verizon gives such notice to the Company, and in

any event within 20 days thereafter, the Company shall notify Verizon of its designees to the Surviving Corporation's Board

of Directors. Without limiting the foregoing and prior to the Effective Time, the Company shall take all actions necessary to

obtain the resignations of all members of its Board of Directors who will not be directors of the Surviving Corporation and

for the Board of Directors of the Company to fill such vacancies with the new directors contemplated by this

Section 7.17. Verizon's director nominees under this Section 7.17 will (x_) not be employees of Verizon, its Affiliates or

Cellco Partnership or any of its Subsidiaries and (2_) will satisfy the requirements for director independence under the rules

and regulations of the SEC and the NYSE.
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7.18 Financing.

(a) The parties acknowledge that it is contemplated that the Special Payment shall be financed through the

incurrence of one or more term loan bank borrowings and/or capital markets issuances by Spinco prior to or substantially

contemporaneous with the Distribution (collectively, the "Special Payment Financing") and that in connection with the

Distribution Spinco may issue to Verizon or a Verizon Subsidiary Spinco Securities. From time to time following the date

hereof, Verizon and the Company shall meet to discuss strategy and timing for seeking proposals from reputable lenders

and/or underwriters to provide, arrange and/or underwrite the Special Payment Financing, which financing may be

negotiated, drawn down and/or issued in one or more tranches.

(b) Verizon and the Company shall jointly solicit proposals from reputable financing sources no later than

nine months after the date hereof (and, at such time, Verizon shall provide the Company with its then-current estimate of its

Distribution Date tax basis in Spinco) and the Company shall select from among the proposals received one or more which

the Company reasonably determines to be the most favorable. Promptly thereafter, the Company and Verizon shall

commence negotiations with the financing sources thereunder. The Company shall take the lead in such negotiations and

shall keep Verizon informed of all material developments and provide Verizon with an opportunity to participate in all

negotiations. The Company and Verizon shall use all commercially reasonable efforts to finalize all documentation with

respect to the Special Payment Financing. The Company agrees to discuss and consider from time to time, at the request of

Verizon, the possibility of causing Spinco to incur a portion of the Special Payment Financing in advance of the Closing, it

being understood that the Company shall be under no obligation to do so. Subject to Section 7.18(e) and the following

proviso, the Company and Verizon shall be required to accept and execute documentation relating to (and cause Spinco to

execute documentation relating to) the Special Payment Financing and, if applicable, the Spinco Securities, p_LQvided that if at

the time proposed for acceptance and execution of documentation relating to the Special Payment Financing and, if

applicable, the Spinco Securities, the negotiated terms thereof do not satisfy the requirements of clauses (i) or (ii) of Section

7.18(e), and if as of such time, the parties would otherwise be obligated to close the transactions contemplated hereby due to

the satisfaction of the conditions set forth in Article VIII (other than those that would be satisfied by action at the Closing and

other than the condition in Section 8.2(d)), the Company shall promptly so notify Verizon and either the Company or Verizon

may elect to defer the Closing (subject to the satisfaction of such closing conditions on such deferral date) until the final

Business Day of the next calendar month (a "Financial Market Deferral_"). If elected, the parties shall cooperate in seeking to

improve the proposed terms of the Special Payment Financing and, if applicable, the Spinco Securities during such deferral

period. A Financial Market Deferral may be elected on one or more occasions but no more than four times in total by the

Company and Verizon, and, notwithstanding the foregoing, if elected for a fourth time, the period of such deferral shall last

until the final Business Day of the second calendar month following the date on which such deferral is elected.
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(c) If Verizon notifies the Company that Spinco Securities are to be issued, the Company shall take the lead in

the negotiation of the terms and conditions thereof with the financial institutions selected by Verizon to be party to any Debt

Exchange elected to be consummated by Verizon and shall keep Verizon informed of all material developments and provide

Verizon with an opportunity to participate in all negotiations relating to the terms of such Spinco Securities. In such event,

the Company shall, in consultation with Verizon, determine the final form of the Spinco Securities and related agreements

(including registration rights arrangements and indenture) consistent with the terms set forth in Exhibit G of the Distribution

Agreement; provided that the covenants and economic terms thereof would reasonably be expected to result in the Spinco

Securities being exchanged for Verizon obligations in an equal principal amount. If Verizon elects to consummate the Debt

Exchange, it shall have the sole right to structure the arrangements relating thereto with underwriters, arrangers and other

third parties relating to the Debt Exchange; provided that Verizon shall keep the Company reasonably informed regarding

such arrangements.

(d) Notwithstanding the provisions of Sections 7.18(b) and 7.18(c) above, in the event that (i) all of the

conditions set forth in Article VIII (other than those that would be satisfied by action at the Closing and other than the

condition in Section 8.2(d)) have been satisfied and (ii) the Company (A) is not actively conducting negotiations with

financing sources with respect to the Special Payment Financing and, if applicable, the Spinco Securities, and (B) fails to

commence such negotiations promptly following notice from Verizon that Verizon reasonably believes the Company is not

actively conducting such negotiations, then Verizon shall be entitled to assume the lead role in conducting such negotiations

(and shall keep the Company informed of all material developments with respect thereto) until the Company so acts.
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(e) Notwithstanding the provisions of Section 7.18(b) and Section 7.18(c):

(i) The Company shall not be obligated to accept or execute documentation relating to the Special

Payment Financing or, if applicable, the Spinco Securities if (w) either (A) the weighted average life of the aggregate of such

financing and securities, together with the Distribution Date Spinco Indebtedness, is less than five years or (B) any of the

Special Payment Financing or the Spinco Securities would have a final maturity of earlier than January 1, 2014, other than

any bridge financing with a maturity of at least 364 days in an aggregate amount not in excess of $600 million, (x) such

financing or securities or the Distribution Date Spinco Indebtedness would be secured by any assets of any operating

company, (Y) the terms or provisions of such financing or securities or the Distribution Date Spinco Indebtedness would
cause their incurrence or assumption by the Company in or as a result of the Merger to be prohibited by or cause (with or

without notice or the lapse of time) a default under the Company's existing credit agreements or indentures as in effect on the

date hereof, or (z) both (I) the proposed covenants and other terms and conditions in such documentation (excluding (A) any

terms of the Spinco Securities set forth in Exhibit G of the Distribution Agreement and (B) the rate, yield or tenor thereof) are

not, in the aggregate, substantially in accordance with then prevailing market terms for similarly sized term loan bank
borrowings and/or capital market issuances by companies of a size and with credit ratings similar to the Surviving

Corporation and (II) the effect of such covenants and other terms and conditions that are not in accordance with the

prevailing market terms (excluding (A) any terms of the Spinco Securities set forth in Exhibit G of the Distribution

Agreement and (B) the rate, yield or tenor thereof) would, in the aggregate, be materially adverse to the Surviving

Corporation.

(ii) The Company shall not be obligated to accept or execute documentation relating to the Special

Payment Financing or the Spinco Securities if as a result thereof the weighted average annual cash interest rate (including

annual accretion of original issue discount with respect to Indebtedness issued with a material amount of original issue

discount) payable on the aggregate of the Special Payment Financing, the Spinco Securities and the Distribution Date Spinco

Indebtedness (the "Coverage Costs") would exceed 9.5%, unless the Company reasonably determines in good faith that such

Coverage Costs would not be unduly burdensome.

(f) Each of Verizon, Spinco and the Company shall cooperate in connection with the preparation of all
documents and the making of all filings required in connection with the Special Payment Financing, the Spinco Securities

and the Debt Exchange (if Verizon elects to consummate the Debt Exchange) and shall use all commercially reasonable
efforts to take, or cause to be taken, all actions and to do, or cause to be done, all other things necessary, proper or advisable

to consummate the Special Payment Financing, the issuance of the Spinco Securities and the Debt Exchange (if Verizon
elects to consummate the Debt Exchange) and the other transactions contemplated in connection therewith. Without limiting

the generality of the foregoing, each of Verizon, Spinco and the Company shall use all commercially reasonable efforts to

cause their respective employees, accountants, counsel and other representatives to cooperate with each other in

(i) participating in meetings, drafting sessions, due diligence sessions, management presentation sessions, "road shows" and
sessions with rating agencies in connection with the syndication or marketing of the Special Payment Financing, the Spinco

Securities and the Debt Exchange (if Verizon elects to consummate the Debt Exchange), (ii) preparing offering memoranda,

private placement memoranda, prospectuses and similar documents deemed reasonably necessary by Verizon, Spinco or the

Company, to be used in connection with consummating the Special Payment Financing, the issuance of the Spinco Securities

and the Debt Exchange (if Verizon elects to consummate the Debt Exchange), (iii) executing and delivering all documents

and instruments deemed reasonably necessary by Verizon, Spinco or the Company to consummate the Special Payment

Financing, the issuance of the Spinco Securities and the Debt Exchange (if Verizon elects to consummate the Debt

Exchange), including any underwriting or placement agreements, pledge and security documents, other definitive financing

documents, including any intercreditor or indemnity agreements, or other requested certificates or documents as may be

reasonably requested in connection with the Special Payment Financing, the Spinco Securities or the Debt Exchange (if

Verizon elects to consummate the Debt Exchange), provided, however, that (A) no such agreements or documents shall

impose any monetary obligation or liability on Spinco or the Company prior to the Effective Time and (B) Verizon shall not

be obligated to incur any obligations in connection with the Special Payment Financing (other than the obligation to pay

Spinco Debt Expenses as provided in the Distribution Agreement and the non-monetary cooperation obligations set forth



above in this Section 7.18(f)), (iv_v__disclosing the terms and conditions of the Special Payment Financing, the Spinco

Securities and the Debt Exchange (if Verizon elects to consummate the Debt Exchange), as reasonably appropriate, in the

Registration Statements, and (v) taking all other actions reasonably necessary in connection with the Special Payment

Financing, including any such actions required to permit the assumption by the Surviving Corporation of the debt that is part

of the Special Payment Financing and the Spinco Securities at the Effective Time.
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(g) Not later than 60 days prior to the reasonably anticipated Closing Date, Verizon shall deliver to the

Company a certificate setting forth the anticipated amount of the Special Payment, along with Verizon's then-current

estimates of(i) Distribution Date Spinco Indebtedness and (ii) its tax basis in Spinco as of the Distribution Date. Verizon

shall have the fight to update such certificate from time to time in advance of the Closing (but no later than 15 days prior to

the Closing) in light of any updated information of Verizon regarding its tax basis in Spinco and the amount of the
Distribution Date Spinco Indebtedness.
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7.19 Accountants.

(a) InconnectionwiththeinformationregardingtheSpincoBusinessor the transactions contemplated by this

Agreement provided by Spinco specifically for inclusion in, or incorporation by reference into, the Proxy

Statement/Prospectus and the Registration Statements, Verizon shall use all commercially reasonable efforts to cause to be

delivered to the Company letters of Ernst & Young LLP, dated the date on which each of the Registration Statements shall

become effective, the date on which the Proxy Statement/Prospectus or any Registration Statement is mailed to the

Company's stockholders and the Closing Date, and addressed to the Company, in form and substance reasonably satisfactory

to the Company and customary in scope and substance for letters delivered by independent public accountants in connection

with registration statements similar to the Registration Statements. In the event that Spinco is treated as the acquiring entity

for accounting purposes pursuant to GAAP, then Verizon shall use all commercially reasonable efforts to cause any such

letter to include such negative assurance statements regarding the pro forma financial information included in the Proxy

Statement/Prospectus and the Registration Statements as are customary in scope and substance for letters delivered by
independent public accountants in connection with registration statements similar to the Registration Statements.

(b) The Company shall use all commercially reasonable efforts to cause KPMG LLP, the independent auditors

of the Company, to provide any unqualified opinions, consents or customary comfort letters with respect to the financial

statements of the Company needed in connection with the Special Payment Financing, the Registration Statements and/or the

Debt Exchange (if Verizon elects to consummate the Debt Exchange). The Company agrees to allow Verizon's accounting

representatives the opportunity to review any such financial statements required in connection therewith and to allow such

representatives reasonable access to the Company and the Company Subsidiaries and supporting documentation with respect

to the preparation of such financial statements; provided that such access shall not include any right to review the working

papers of the independent auditors of the Company and the Company Subsidiaries. The Company shall use all commercially

reasonable efforts to cause KPMG LLP to participate in the preparation of any pro forma financial statements necessary or

desirable for inclusion in, or incorporation by reference into, the Registration Statements and for use in connection with the

Special Payment Financing and/or the Debt Exchange (if Verizon elects to consummate the Debt Exchange).
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maintaincompliancewiththeprovisionsofSection404oftheSarbanes-OxleyAct.

110



_T_tbleof C0ntent_

7.21 _. As promptly as reasonably practicable following the date hereof and at least 30 days prior to the

date that any party reasonably expects all of the required regulatory approvals to have been obtained, the Company shall

make application to the NYSE for the listing of the shares of Company Common Stock to be issued pursuant to the

transactions contemplated by this Agreement and use all commercially reasonable efforts to cause such shares to be

Approved for Listing.

7.22 Ancillary Agreements.

(a) At the Company's request, which shall be made, if at all, prior to March 31, 2010, Verizon and the

Company shall cause their respective Affiliates to enter into an agreement with respect to Video Transport Service

incorporating the terms set forth on the term sheet attached as Exhibit D and such other terms as may be reasonably related

thereto and agreed by their respective Affiliates (the "Video Transport Service Agreement").

(b) Verizon and the Company shall cause their respective Affiliates to enter into an agreement with respect to

Back Office Support Services incorporating the terms set forth on the term sheet attached as Exhibit E and such other terms

as may reasonably related thereto and agreed by their respective Affiliates (the "Back Office Support Services Agreement").

7.23 Directories Agreements. Prior to the Merger, Spinco shall offer to Directories Media Inc. ("Directories")

to enter into the proposed Publishing Agreement, the Non-Competition Agreement and the Branding Agreement, between

Directories and Spinco (or Subsidiaries of Spinco, as applicable), that are in the form attached hereto as Exhibits F, G and H

(the "Directories Agreements"); _, however, that Spinco shall not have any obligation to enter into (or offer to enter

into) any such agreement to the extent the terms of such agreement are not binding upon the Spinco Business as of

immediately prior to the Effective Time. If such agreements are required but are not entered into prior to the Merger, the

Surviving Corporation (or Subsidiaries of the Surviving Corporation, as applicable) will offer to enter into such agreements

with Directories within 90 days following the Merger to the extent Directories notifies the Surviving Corporation within such

time period that it wishes to enter into such agreements.
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7.24 Realignment.

(a) Following the date hereof, Verizon shall undertake to segregate the operation of the Spinco Business in the

Territory (other than West Virginia) from the Verizon Business (including the completion of the actions contemplated by

Section 7.24(c) and the identification, testing and validation of personnel, processes and systems to be working properly)

such that the representation set forth in Section 5.17 shall be accurate as of the Closing in accordance with the standards set

forth in Section 8.3(b) (the "Realignment"). Verizon shall keep the Company reasonably updated from time to time with

respect to the Realignment and shall discuss with the Company its plans for implementing the various aspects of the

Realignment on an ongoing basis once Verizon has developed its initial plan for effecting the Realignment. If in connection

with the Realignment the Company wishes to remove or omit particular functions or services that are used or held for use in

the conduct of the Spinco Business or to replace certain third party vendors of the Spinco business with other third party

vendors, the Company will promptly notify Verizon in writing to this effect. Verizon will have the right to disapprove such

proposed omissions or replacements to the extent Verizon determines that such omissions or replacements may materially

delay or increase the expense of completing the Realignment. No later than 60 days prior to the reasonably anticipated

Closing Date, Verizon shall provide written notice to the Company stating that Verizon and its Subsidiaries have completed

the Realignment as of the date of such notice. The Company shall be granted reasonable rights of access from time to time

prior to the Closing in accordance with Section 7. I 0 to validate and confirm the completion of the Realignment (including the
functioning of principal operating systems) in accordance with the first sentence of this Section 7.24.

(b) In connection with the Realignment, Verizon shall not take any action that would result in any material

increase in the number of employees performing each material function of the Spinco Business above the number of such

employees performing such function on behalf of the Spinco Business on the date hereof.

(c) Prior to March 3 I, 2010, Verizon shall create a separate instance in the Fort Wayne, Indiana data center

(the "Fort Wayne Data Center") of Verizon proprietary software systems that will enable Spinco (and following the Merger,

the Surviving Corporation) in all states in the Territory (other than West Virginia) to provide functionality substantially

similar to, but no less favorable to the Spinco Business than, that which the Spinco Business received from Verizon and its

Affiliates as of the date of this Agreement. As of the Closing Date, the Fort Wayne Data Center (i) shall be owned by the

Surviving Corporation or an Affiliate thereof and (ii) shall have on site a majority of the hardware reasonably required to

provide functionality to the Spinco Business in accordance with the foregoing (and the balance of such hardware, if not held

at the Fort Wayne Data Center, shall be available on a firewall basis from Verizon or a Verizon Subsidiary for up to one year

following the Closing to allow for Verizon to transfer such hardware to the Fort Wayne Data Center within one year
following the Closing).
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7.25 California Disclosure. Notwithstanding anything herein to the contrary, the parties acknowledge that the

Verizon Disclosure Letter and the Spinco Disclosure Letter and the Disclosure Letter under the Distribution Agreement

contain no information regarding the portion of the Spinco Business conducted in California and that such failure shall not

constitute a breach of any representation or warranty herein or any breach of the Distribution Agreement. Verizon and

Spinco shall have the right to update such Disclosure Letters within 45 days of the date hereof to incorporate any applicable

disclosure relating to portion of the Spinco Business conducted in California, whereupon such disclosure will be deemed to

have been made as of the date hereof; _ however that this Section 7.25 and any disclosure made hereunder shall

have no effect with respect to the representations and warranties made in Section 5.5 or Section 5.17.

7.26 Joint Defense Agreement. Within 30 days following the date hereof, Verizon and the Company shall

negotiate in good faith the terms of, and enter into, a joint defense agreement regarding certain matters of common interest

arising from the transactions contemplated by the Transaction Agreements (the "Joint Defense Agreement").

ARTICLE VIII

CONDITIONS TO THE MERGER

8.1 Conditions to the Obligations of Spinco, Verizon and the Company to Effect the Merger. The respective

obligations of each party to consummate the Merger shall be subject to the fulfillment (or, to the extent permitted by

applicable Law, waiver by both Verizon and the Company) at or prior to the Effective Time of the following conditions:
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(h) No action shall have been taken, and no statute, rule, regulation or executive order shall have been

enacted, entered, promulgated or enforced, by any Governmental Authority with respect to the Contribution, the Distribution

or the Merger or the other transactions contemplated hereby or by the Distribution Agreement or the Employee Matters

Agreement that, individually or in the aggregate, would (i) restrain, enjoin or prohibit the consummation of the Internal

Spinoffs, the Internal Restructuring, the Contribution, the Distribution or the Merger or the other transactions contemplated

hereby or by the Distribution Agreement or the Employee Matters Agreement or (ii) impose any burdens, liabilities,

restrictions or requirements thereon or on Verizon, Spinco or the Company with respect thereto that has had or would

reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on Verizon (assuming for such

purposes that the business, assets, properties and liabilities of Verizon were comparable in size to that of the Surviving

Corporation) or the Surviving Corporation (collectively, a "Restraint"), and no Governmental Authority shall have instituted

or threatened to institute and not withdrawn any proceeding seeking any such Restraint.

(i) Unless the parties agree in writing upon and implement an alternative structure for the transactions

contemplated hereby that eliminates the need for an IRS Ruling as contemplated by Section 2.7 hereof, Verizon and Spinco

(and, to the extent applicable, the Company) shall have received the IRS Ruling in form and substance reasonably

satisfactory to Verizon, Spinco and the Company, and such IRS Ruling shall continue to be valid and in full force and effect.

(j) The Company shall have received a Merger Tax Opinion from Company Tax Counsel, in form and

substance reasonably satisfactory to the Company, and Verizon shall have received a Merger Tax Opinion from Verizon Tax

Counsel, in form and substance reasonably satisfactory to Verizon, and Verizon Tax Counsel shall have issued the

Distribution Tax Opinion.

(k) Verizon and the Company shall have received the opinion of a nationally recognized independent

valuation firm selected by Verizon (and reasonably acceptable to the Company) attesting to the solvency of the Surviving

Corporation on a pro forma basis immediately after the Effective Time, which opinion shall be in customary form (the

"Solvency Opinion").

8.2 Additional Conditions to the Obligations of Verizon and Spinco. The obligation of Verizon and Spinco to

consummate the Merger shall be subject to the fulfillment (or, to the extent permitted by applicable Law, waiver by Verizon)

at or prior to the Effective Time of the following additional conditions:
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(a) The Company shall have performed in all material respects all obligations and complied in all material

respects with all covenants required by this Agreement to be performed or complied with by it at or prior to the Effective

Time.

(b) Each of the representations and warranties of the Company (i_) set forth in Article VI (other than Sections

6.3(a) and 6.3(b)) of this Agreement shall be true and correct as of the date of this Agreement and as of the Closing Date as

though such representations and warranties were made on and as of the Closing Date, except for representations and

warranties that speak as of an earlier date or period (which shall be true and correct as of such earlier date or period);

_, howeve_______r,that for purposes of this clause (i), such representations and warranties shall be deemed to be true and

correct unless the failure or failures of all such representations and warranties to be so true and correct, without giving effect

to any qualification as to materiality or Material Adverse Effect set forth in such representations or warranties, has had or

would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect on the Company and

(ii) set forth in Sections 6.3(a) and 6.3(b) of this Agreement shall be true and correct in all material respects as of the date of

this Agreement and as of the Closing Date as though made on and as of the Closing Date.

(c) The Company shall have delivered to Verizon a certificate, dated as of the Effective Time, of a senior

officer of the Company certifying the satisfaction by the Company of the conditions set forth in subsections (a) and (b) of this

Section 8.2.

(d) Verizon shall have received in connection with the Distribution the Special Payment and, if applicable, a

principal amount of Spinco Securities that, together with the Special Payment (and the amount of any Distribution Date

Spinco Indebtedness), equal $3.333 billion in the aggregate and, if Spinco Securities are issued and if Verizon desires to

consummate the Debt Exchange, the Debt Exchange shall have been consummated with respect to a principal amount of

Spinco Securities equal to (x_) $3.333 billion minus (2_) the sum of (___)the total amount of the Special Payment and (B._)the

amount of Distribution Date Spinco Indebtedness.

(e) Except as disclosed in the Company Disclosure Letter or as expressly contemplated by the Transaction

Agreements, since December 31, 2008, there shall have been no state of facts, change, development, event, effect, condition

or occurrence that has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse

Effect on the Company.
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(f) The Company shall have entered into the applicable Transaction Agreements, and to the extent applicable,

timely performed them in all material respects, and each such agreement shall be in full force and effect.

8.3 Additional Conditions to the Obligations of the Company. The obligation of the Company to consummate

the Merger shall be subject to the fulfillment (or, to the extent permitted by applicable Law, waiver by the Company) at or

prior to the Effective Time of the following additional conditions:

(a) Spinco and Verizon shall have performed in all material respects all obligations and complied in all

material respects with all covenants required by this Agreement to be performed or complied with by them at or prior to the

Effective Time.

(b) Each of the representations and warranties of Verizon and Spinco (i) set forth in Article IV and Article V

(other than Sections 4.2(a), 5.2(b), 5.3(a), 5.3(b) and 5.17) of this Agreement shall be true and correct as of the date of this

Agreement and as of the Closing Date as though such representations and warranties were made on and as of the Closing

Date, except for representations and warranties that speak as of an earlier date or period (which shall be true and correct as of

such earlier date or period); provided, however, that for purposes of this clause (i), such representations and warranties shall

be deemed to be true and correct unless the failure or failures of all such representations and warranties to be so true and

correct, without giving effect to any qualification as to materiality or Material Adverse Effect set forth in such representations

or warranties, has had or would reasonably be expected to have, individually or in the aggregate, a Material Adverse Effect

on Verizon, Spinco or the Spinco Business and (ii) set forth in Sections 4.2(a), 5.2(b), 5.3(a), 5.3(b) and 5.17 of this

Agreement shall be true and correct in all material respects as of the date of this Agreement and as of the Closing Date as

though made on and as of the Closing Date.

(c) Verizon and Spinco shall have delivered to the Company a certificate, dated as of the Effective Time, of a

senior officer of each of Verizon and Spinco certifying the satisfaction of the conditions set forth in subsections (a) and (b) of

this Section 8.3.

(d) Spinco and Verizon (or a Subsidiary thereof) shall have entered into the applicable Transaction

Agreements, and to the extent timely, performed them in all material respects, and each such agreement shall be in full force

and effect.
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(e) Except as disclosed in the Spinco Disclosure Letter or as expressly contemplated by the Transaction

Agreements, since December 31, 2008, there shall have been no state of facts, change, development, event, effect, condition

or occurrence that has had or would reasonably be expected to have, individually or in the aggregate, a Material AdverseEffect on Spinco or the Spinco Business.

ARTICLE IX

TERMINATION, AMENDMENT AND WAIVERS

9.1 _Termination_. Notwithstanding anything contained in this Agreement to the contrary, this Agreement may

be terminated and the transactions contemplated hereby may be abandoned prior to the Effective Time, whether before orafter the Requisite Approval:

(a) by the mutual written consent of each party hereto, which consent shall be effected by action of the Boardof Directors of each such party;

(b) by any party hereto if the Effective Time shall not have occurred on or before July 31 2010 (as such date

may be extended in accordance with the terms of this Agreement, he End Date ), _ however, that if as of such date

(i) all Closing conditions (ignoring for this purpose Section 8.2(d)) other than the conditions in Section 8.1 (c) or 8.1 (d), are

satisfied or capable of being satisfied as of such date (assuming for such purpose that such date were the Closing Date), or (ii)

a Financial Market Deferral is then in effect pursuant to Section 7.18(b), then the End Date may be extended by Verizon or

the Company upon written notice and the period of such extension shall be (x) in the case of clause (i), for one or more one

month periods, not to exceed four calendar months in the aggregate, to obtain such Telecommunications Regulatory Consents

in a manner that satisfies the conditions in Sections 8.1 (c) and 8.1 (d) and (y) in the case of clause (ii), for one month (or two

month, if applicable pursuant to Section 7.18(b)) periods, to the extent permitted to do so pursuant to Section 7.18(b);

further however that the right to terminate this Agreement pursuant to this Section 9.1(b) shall not be available to

any party whose failure to perform any of its obligations under this Agreement required to be performed by it at or prior to

such date has been a substantial cause of, or substantially contributed to, the failure of the Merger to have become effectiveon or before such date;

(c) by any party hereto if(i) a statute, rule, regulation or executive order shall have been enacted, entered or

promulgated prohibiting the consummation of the Merger or (Ji) an Order shall have been entered that either (A) would result

in a failure of a condition set forth in Section 8. I (c) or (B) permanently restrains, enjoins or otherwise prohibits the

consummation of the Merger, and in each case such Order shall have become final and non-appealable and the party seeking

to terminate this Agreement pursuant to this clause 9.1 (c)(ii) shall have used all commercially reasonable efforts to remove

such Order in accordance with and to the extent required by Section 7.6(h) insofar as such Section relates to, a final order of

the FCC or a State Regulator in the Territory or in the states listed in Section 6.3(d) of the Company Disclosure Letter;
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(d) by the Company, if either Verizon or Spinco shall have breached or failed to perform in any material

respect any of its representations, warranties, covenants or other agreements contained in this Agreement, which breach or

failure to perform (1_')would result in a failure of a condition set forth in Section 8.1 or Section 8.3 and (ii) cannot be cured by

the End Date; _, however that the Company shall have given Verizon and Spinco written notice, delivered at least

30 days prior to such termination, stating the Company's intention to terminate this Agreement pursuant to this Section 9.1 (d)
and the basis for such termination;

(e) by Verizon and Spinco, if the Company shall have breached or failed to perform in any material respect

any of its representations, warranties, covenants or other agreements contained in this Agreement, which breach or failure to

perform (i) would result in a failure of a condition set forth in Section 8.1 or Section 8.2 and (i i) cannot be cured by the End

Date; _, however that Verizon and Spinco shall have given the Company written notice, delivered at least 30 days

prior to such termination, stating Verizon and Spinco's intention to terminate the Agreement pursuant to this Section 9.1 (e)
and the basis for such termination;

(f) by Verizon and Spinco, on the one hand, or the Company, on the other hand, if, at the Company

Stockholders Meeting (after giving effect to any adjournment, continuation or postponement thereof), the Requisite Approval

is not obtained; _ howeve_______r,that the fight to terminate this Agreement under this Section 9.1 (f) shall not be available

to the Company where such failure to obtain the Requisite Approval shall have been caused by the action or failure to act of

the Company and such action or failure to act constitutes a material breach by the Company of this Agreement;

(g) by Verizon and Spinco, if(i) the Board of Directors of the Company (or any committee thereof) shall have

effected a Change of Board Recommendation or resolved to effect a Change of Board Recommentation or (i i) the Company

fails to call and hold the Company Stockholders Meeting within 60 days after the date on which the SEC shall clear (whether

orally or in writing) the Proxy Statement/Prospectus and, if required by the SEC as a condition to the mailing of the Proxy
Statement/Prospectus, the date of effectiveness of the Company Registration Statement; or
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(h) by Verizon and Spinco on any date, if on such date (i) the average of the volume weighted averages of the

trading prices of the Company Common Stock for any period of 60 consecutive trading days that ended within three Business

Days prior to such date is below $3.87 and (ii) Verizon and Spinco notify the Company in writing that they are terminating
this Agreement in accordance with this Section 9.1 (h).

9.2 Effect of Termination. In the event of termination of this Agreement pursuant to Section 9.1, this

Agreement shall terminate (except for the Confidentiality Agreement referred to in Section I 0.1, the provisions of Section 9.3

and Article XI), without any liability on the part of any party except as set forth in Section 9.3; _ however, that

nothing in this Agreement shall relieve any party of liability for fraud or willful and knowing breach of this Agreement or the
Distribution Agreement prior to such termination.

9.3 Amounts Payable in Certain Circumstances. In the event that (i) Verizon and Spinco terminate this

Agreement pursuant to Section 9.1 (g) or (ii) (A) any Person (other than Verizon, Spinco or any of their Affiliates) shall have

made a Company Acquisition Proposal after the date hereof and prior to the Termination Date, and thereafter this Agreement

is terminated by any party pursuant to Section 9.1 (b) or by Verizon or Spinco pursuant to Section 9.1 (e) as a result of a

breach by the Company of Section 7.6 or Section 7.18 or by any party pursuant to Section 9.1(0 (and a Company

Acquisition Proposal shall have been publicly announced prior to the Company Stockholders Meeting) and (B) within

twelve months after the termination of this Agreement, any Company Acquisition shall have been consummated or any

definitive agreement with respect to any Company Acquisition Proposal (other than, in each case, with Verizon, Spinco or

any of their Affiliates) shall have been entered into, then the Company shall pay Verizon a fee, in immediately available

funds, in the amount of $80 million at the time of such termination, in the case of a termination described in clause (i) above,

or upon the occurrence of the earliest event described in clause (ii)(B), in the event of a termination described in clause (ii),

and in each case the Company shall be fully released and discharged from any other liability or obligation resulting from or

under this Agreement, except with respect to any fraud or willful and knowing breach of this Agreement; _ however,

that for purposes of clause (ii)(B) of this Section 9.3 only, (i) all references to 15% in the definition of Company Acquisition

shall be deemed to be references to 50% and (ii) clause (i) of the definition of Company Acquisition shall read as

follows: "any merger, consolidation, share exchange, business combination, recapitalization or other similar transaction or

series of related transactions involving the Company or any of its Significant Subsidiaries following which the stockholders

of the Company or any such Significant Subsidiary immediately prior to such transactions (or series of transactions) do not

hold and own greater than 70% of the issued and outstanding equity securities of the Company or such Significant Subsidiary
(or the successor thereof), as the case may be".
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survive the execution and delivery of this Agreement and anY termination of this Agreement, and the provisions

Confidentiality Agreement shall apply to all information and material furnished by anY party or its representatives thereunder

or hereunder.
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10.2 Indemnification.

(a) If the Closing occurs, the Surviving Corporation shall indemnify, defend and hold harmless (i) the Verizon

Indemnitees from and against all Losses arising out of or due to the failure of any member of the Spinco Group (A) to timely

pay or satisfy any Spinco Liabilities, or (B) to perform any of its obligations under this Agreement or the Distribution

Agreement and (ii) Verizon and each Person, if any, who controls, within the meaning of Section 15 of the Securities Act or

Section 20 of the Exchange Act (any such Person being hereinafter referred to as a "Controlling Person"), Verizon from and

against, and pay or reimburse each of the foregoing for, all Losses, arising out of or resulting from, directly or indirectly, or

in connection with, any untrue statement or alleged untrue statement of a material fact contained in or incorporated by

reference into either of the Registration Statements or the Proxy Statement/Prospectus (or any amendment or supplement

thereto) or any omission or alleged omission to state therein a material fact required to be stated therein or necessary to make

the statements therein, in light of the circumstances under which they were made, not misleading; _, however, that the

Surviving Corporation shall not be responsible for information provided by Verizon (or its Affiliates) as to itself and its

Subsidiaries, including Spinco, specifically for inclusion in, or incorporation by reference into, any such Proxy

Statement/Prospectus or Registration Statement.

(b) If the Closing occurs, Verizon shall indemnify, defend and hold harmless (i) the Surviving Corporation

Indemnitees from and against all Losses arising out of or due to (x) the failure of any member of the Verizon Group (A) to

timely pay or satisfy any Verizon Liabilities, or (B) to perform any of its obligations under this Agreement or the Distribution

Agreement or (y) the actual amount of Distribution Date Spinco Indebtedness exceeding the amount of Distribution Date

Spinco Indebtedness set forth by Verizon and Spinco in the Closing Statement, and (ii) the Surviving Corporation and each

Controlling Person of the Surviving Corporation from and against, and pay or reimburse each of the foregoing for, all Losses

arising out of or resulting from, directly or indirectly, or in connection with, any untrue statement or alleged untrue statement

of a material fact contained in or incorporated by reference into either of the Registration Statements or the Proxy

Statement/Prospectus (or any amendment or supplement thereto) or any omission or alleged omission to state therein a

material fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under

which they were made, not misleading, but only with respect to information provided by Verizon (or its Affiliates) as to itself

and its Subsidiaries, including Spinco, specifically for inclusion in, or incorporation by reference into, any such Proxy

Statement/Prospectus or Registration Statement.
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(c) Notwithstanding anything to the contrary set forth herein, indemnification or other claims relating to any
Transaction Agreement (other than the Distribution Agreement) or relating to any ongoing commercial agreement between

any member of the Verizon Group and any member of the Spinco Group shall be governed by the terms of such agreement
and not by this Article X (except to the extend expressly so stated in such Transaction Agreement), and indemnification for

all matters relating to Taxes shall be governed by terms, provisions and procedures of the Tax Sharing Agreement and not

this Article X.

10.3 _emnifiable Losses. Notwithstanding anything to the contrary

contained herein:

lalm ma be asserted by any Surviving Corporation Indemnitee under this Article X arising from any
(a) No c " Y ..... :-- "_ asserted if at all, within 18 months from the Closing Date.

failure to transfer any Spinco Asset to Spinco unless sucn c_aux, ,_

(b) No Indemnitor shall be liable to or obligated to indemnify any Indemnitee hereunder for any

consequential, special, punitive or exemplary damages including, but not limited to, damages arising from loss or interruption
of business, profits, business opportunities or goodwill, or any cost or expense related thereto, except to the extent such

damages are payable to or have been recovered by a third person and are the subject of a Third Party Claim for which

indemnification is available under the express terms of this Article X.

Verizon and the Company shall cooperate with each other with respect to resolving anY claim or liability

(c) which one party is obligated to indemnify the other party (or its Affiliates) hereunder, including by using all
with respect to
commercially reasonable efforts to mitigate the Losses and resolve any such claim or liability prior to initiating litigation.

10.4 Defense of Claims.
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(a) Third Party Claims. If any Indemnitee receives notice of the assertion of any claim or of the

commencement of any action or proceeding by any entity that is not either a Surviving Corporation Indemnitee or a Verizon

Indemnitee (each, a "Third Party Claim") against such Indemnitee, with respect to which an Indemnitor is obligated to

provide indemnification under this Agreement, the Indemnitee will give such Indemnitor prompt written notice thereof, but in

any event not later than ten calendar days after receipt of notice of such Third Party Claim; _ however, that the

failure of an Indemnitee to notify the Indemnitor within the time period set forth herein shall only relieve the Indemnitor from

its obligation to indemnify to the extent that the Indemnitor is materially prejudiced by such failure or delay (whether as a

result of the forfeiture of substantive rights or defenses or otherwise). Upon receipt of notification of a Third Party Claim,

the Indemnitor shall be entitled, upon written notice to the Indemnitee, to assume the investigation and defense thereof at

such Indemnitor's expense with counsel reasonably satisfactory to the Indemnitee; _ howeve________r,that the Indemnitor

shall not have the right to assume the defense of any Third Party Claim in the event such Third Party Claim is primarily for

injunctive relief or criminal penalty of the Indemnitee, in which case the reasonable fees and expenses of counsel to the

Indemnitee in connection with such Third Party Claim shall be considered "Losses" for purposes of this

Agreement. Whether or not the Indemnitor elects to assume the investigation and defense of any Third Party Claim, the

Indemnitee shall have the right to employ separate counsel and to participate in the investigation and defense thereof;

however, that the Indemnitee shall pay the fees and disbursements of such separate counsel unless (1) the

employment of such separate counsel has been specifically authorized in writing by the Indemnitor; (2) the Indemnitor has

failed to assume the defense of such Third Party Claim within 20 calendar days after receipt of notice thereof with counsel

reasonably satisfactory to such Indemnitee; or (3) the named parties to the proceeding in which such Third Party Claim has

been asserted include both the Indemnitor and such Indemnitee and, in the reasonable judgment of counsel to such

Indemnitee, there exists one or more good faith defenses that may be available to the Indemnitee that are in conflict with

those available to the Indemnitor or that the Indemnitor and Indemnitee have actual material conflicting interests with respect

to such Third Party Claim. Notwithstanding the foregoing, the Indemnitor shall not be liable for the fees and disbursements

of more than one counsel for all Indemnitees in connection with any one proceeding or any similar or related proceedings

arising from the same general allegations or circumstances. Without the prior written consent of an Indemnitee, which shall

not be unreasonably withheld, conditioned or delayed, the Indemnitor will not enter into any settlement of or consent to the

entry of judgment in connection with any Third Party Claim that (i) would lead to liability or create any financial or other

obligation on the part of the Indemnitee, (ii) does not contain, as an unconditional term thereof, the release of the Indemnitee

from all liability in respect of such Third Party Claim or such Third Party Claim is not dismissed against the Indemnitee with

prejudice and without the imposition of any financial or other obligation on the Indemnitee or Oii) admits the liability or fault

of the Indemnitee (the "Settlement Requirements"). Ifa settlement offer solely for money damages (and otherwise satisfying

the Settlement Requirements) is made to resolve a Third Party Claim and the Indemnitor notifies the Indemnitee in writing of

the Indemnitor's willingness to accept the settlement offer and pay the amount called for by such offer without reservation of

any rights or defenses against the Indemnitee and if the Indemnitee fails to consent to such settlement offer within ten

calendar days after its receipt of such notice, Indemnitee may continue to contest such claim, free of any participation by the

Indemnitor, and the amount of any ultimate liability with respect to such Third Party Claim that the Indemnitor has an

obligation to pay hereunder shall be limited to the lesser of(x) the amount of the settlement offer that the Indemnitee

declined to accept plus the Losses of the Indemnitee relating to such Third Party Claim through the date of its rejection of the

settlement offer and (E) the aggregate Losses of the Indemnitee with respect to such claim. The party controlling any defense

shall keep the other party advised of the status of such Third Party Claim and the defense thereof and shall consider in good

faith all reasonable recommendations made by the other party with respect thereto.
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(b) DirectClaims.AnyclaimbyanIndemniteeforLossesthatdonotresultfromaThirdPartyClaim(each,
a"DirectClaim")shallbeassertedbygivingtheIndemnitorpromptwrittennoticethereof,butinanyeventnotlaterthan60
calendardaysaftertheincurrencethereoforsuchIndemnitee'sactualknowledgeofsuchevent(whicheverislater);
provided,however,thatthefailureofanIndemniteetonotifytheIndemnitorwithinthetimeperiodsetforthhereinshallonly
relievetheIndemnitorfromitsobligationtoindemnifytotheextentthattheIndemnitorismateriallyprejudicedbysuch
failureordelay(whetherasaresultoftheforfeitureofsubstantiverights or defenses or otherwise), and the Indemnitor will

have a period of 30 calendar days within which to respond in writing to such Direct Claim. If the Indemnitor does not so

respond within such 30 calendar day period, the Indemnitor will be deemed to have accepted such claim. If the Indemnitor

rejects such claim, the Indemnitee will be free to pursue such remedies as may be available to the Indemnitee on the terms

and subject to the provisions of this Article X.

10.5 _. If after the making of anY Indemnification Payment, the amount of the Losses to which

such payment relates is reduced by recovery, settlement or otherwise under anY insurance coverage, or pursuant to any claim,

recovery, settlement or payment by or against any other Person, the amount of such reduction (less any costs, expenses, of

premiums or Taxes incurred in connection therewith) as and when actually received by the Indemnitee will promptly be

• f the Indemnitee against any third party that is not an Affiliate ofrepaid by the Indemnitee to the Indemnitor. Upon making any Indemnification Payment, the Indemnitor will, to the extent

- -_ " 1cation Pa ment, be subrogated to all rights o ...... _.... nrovided- however, that (a) the

_hChnldedem_tie_ of the Losses to which the indemnitlcatlon l-ayment rc_ .... ;_,in respe_ y

Indemnitor shall then be in compliance with its obligations under this Agreement in respect of such Losses, and (_b_)until the

Indemnitee recovers full payment of its Losses, all claims of the Indemnitor against any such third party on account of said- -;tee's ri hts against such

Indemnification Payment will be subrogated and subordinated in right of payment to the InOeml_l g

third party. Without limiting the generality or effect of any other provision of this Article X, each such Indemnitee and

Indemnitor will duly execute upon request all instruments reasonably necessary to evidence and perfect the above-described

subrogation and subordination rights.
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10.6 OtherRi hts and Remedies. Following the Closing, the sole and exclusive remedy at law for Verizon or

the Company and all Affiliates thereof for any claim (whether such claim is framed in tort, contract or otherwise) arising out

of a breach of this Agreement or the Distribution Agreement (to the extent permitted in Section 6.1 of the Distribution

Agreement), other than a claim for fraud or willful and knowing misconduct, shall be a claim by Verizon or the CompanY for

indemnification pursuant to this Article X.

ARTICLE XI

MISCELLANEOUS

11.1 _. Except as expressly set forth in any Transaction Agreement, each party shall bear its own fees

and expenses in connection with the transactions contemplated hereby; _,_ that:

• ummated, Verizon and the Company shall each bear and be responsible for

a(li)D if the Merger is cons ........ _.v_. _,_ ociated with the50% of 1 istribution/Merger Transfer Taxes and all recording, appllcauon anu _.L,_ .... ass

transfer of the Spinco Assets in connection with the transactions contemplated by the Distribution Agreement

(including the transfer of Spinco Owned Real Property and Real Property Interests such as railroad crossing rights

and easements);

(ii) if the Debt Exchange is consummated, (A) Verizon shall pay and be responsible for all fees and

expenses of its exchange counterparties and financial and legal advisors and (B) Verizon and the Company shall

each bear and be responsible for 50% of all other costs and expenses in connection with the Debt Exchange

(including anY printing costs, trustees fees and roadshow expenses);

(iii) Verizon shall pay the fees and reimbursable expenses of the independent valuation firm referred

to in Section 8.1(k) that are incurred in connection with the preparation and delivery of the Solvency Opinion; and
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(iv) the costs of any filing fees or any advisor or consultant hired by any Governmental Agency with

the mutual consent of Verizon and the Company (or to which neither party has the right to disapprove), as

contemplated by Section 7.6, regardless of which party is allocated such costs under Law, shall be considered joint

costs and the non-paying party shall reimburse the paying party for 50% of such costs within 30 days of receipt of

an invoice for same.

If any party pays an amount that is the responsibility of another party pursuant to this Section 11.1, such paying

party shall be promptly reimbursed by the party responsible for such amount. If the Closing occurs, such reimbursement

shall occur on the Closing Date to the extent the paying party provides evidence of such payments at least 10 Business Days

prior to the Closing Date.

11.2 Notices. Any notice required to be given to a party hereunder shall be sufficient if in writing, and sent by

facsimile transmission (with receipt confirmed, _ that any notice received by facsimile transmission at the addressee's

location on any Business Day after 5:00 p.m. (addressee's local time) shall be deemed to have been received at 9:00 a.m.

(addressee's local time) on the next Business Day), by reliable overnight delivery service (with proof of service), hand

delivery or certified or registered mail (return receipt requested and first-class postage prepaid), addressed as follows:

If to Spinco (prior to the Effective Time) or Verizon, to:

Verizon Communications Inc.

140 West Street

New York, NY 10007

Facsimile: (908) 766-3813

Attn: Marianne Drost

Senior Vice President, Deputy General Counsel and Corporate Secretary

With a copy to (which shall not constitute notice):

Debevoise & Plimpton LLP

919 Third Avenue

New York, NY 10022

Facsimile: (212) 909-6836

Attn: Jeffrey J. Rosen

Kevin M. Schmidt

If to the Company, to:
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Frontier Communications Corporation

3 High Ridge Park

Stamford, CT 06905

Facsimile: (203) 614-4661

Attn: Donald R. Shassian

Executive Vice President and Chief Financial Officer

and

Frontier Communications Corporation

3 High Ridge Park

Stamford, CT 06905

Facsimile: (203) 614-4651

Attn: Hilary E. Glassman, Senior Vice President, General Counsel and Secretary

With a copy to (which shall not constitute notice):

Cravath, Swaine & Moore LLP

825 Eighth Avenue

New York, NY 10019

Facsimile: (212) 474-3700

Attn: Robert I. Townsend, III

Craig F. Arcella

or to such other address as any such party shall specify by written notice so given, and such notice shall be deemed to have

been delivered as of the date so telecommunicated, delivered or mailed. Any party to this Agreement may notify any other

party of any changes to the address or any of the other details specified in this paragraph; _ however that such

notification shall only be effective on the date specified in such notice or five Business Days after the notice is given,

whichever is later. Rejection or other refusal to accept or the inability to deliver because of changed address of which no

notice was given shall be deemed to be receipt of the notice as of the date of such rejection, refusal or inability to

deliver. Verizon and Spinco shall provide to the Company in a manner consistent with this Section 11.2 copies of any

notices that either may deliver to the other under the Distribution Agreement.

11.3 Interpretation; Consent.

(a) When a reference is made in this Agreement to an Article or Section, such reference shall be to an Article

or Section of this Agreement unless otherwise indicated. The table of contents to this Agreement, and the Article and Section

headings contained in this Agreement, are for reference purposes only and shall not affect in any way the meaning or

interpretation of this Agreement. Whenever the words "include," "includes" or "including" are used in this Agreement, they

shall be deemed to be followed by the words "without limitation." The words "hereof," "herein" and "hereunder" and words

of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision of

this Agreement. The term "or" is not exclusive. All terms defined in this Agreement shall have the defined meanings when

used in any certificate or other document made or delivered pursuant hereto unless otherwise defined herein. The definitions

contained in this Agreement are applicable to the singular as well as the plural forms of such terms and to the masculine as

well as to the feminine and neuter genders of such terms. Unless otherwise specified, any agreement, instrument or statute

defined or referred to herein or in any agreement or instrument that is referred to herein means such agreement, instrument or

statute as from time to time amended, modified or supplemented, including (in the case of agreements or instruments) by

waiver or consent and (in the case of statutes) by succession of comparable successor statutes and includes all attachments

thereto and instruments incorporated therein. References to a person are also to its permitted successors and assigns.
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(b) EachofthepartiesheretohasparticipatedinthedraftingandnegotiationofthisAgreement.Ifan
ambiguityorquestionofintentorinterpretationarises,thisAgreementmustbeconstruedasif it isdraftedbyalltheparties
heretoandnopresumptionorburdenofproofshallarisefavoringordisfavoringanypartybyvirtueofauthorshipofanyof
theprovisionsofthisAgreement. For the avoidance of doubt, (i) "the business of the Company" or similar terms means the

business of the Company and its Subsidiaries, taken as a whole and (ii) "consistent with past practice" when used with

respect to Spinco or any of its Subsidiaries shall mean the past practice of Verizon and its Subsidiaries with respect to theconduct of the Spinco Business.

(c) Any matter disclosed in any particular Section or Subsection of the Spinco Disclosure Letter, the Verizon

Disclosure Letter or the Company Disclosure Letter shall be deemed to have been disclosed in any other Section or

Subsection of this Agreement with respect to which such matter is relevant so long as the applicability of such matter to such
other Section or Subsection of this Agreement is reasonably apparent on its face.

(d) Unless otherwise expressly stated in this Agreement, any right of consent, approval or election given to
any party hereto may be exercised by such party in its sole discretion.

11.4 _Severabilit_. If any provision of this Agreement or the application of any such provision to any Person

or circumstance shall be declared judicially to be invalid, unenforceable or void, such decision shall not have the effect of

invalidating or voiding the remainder of this Agreement, it being the intent and agreement of the parties hereto that this

Agreement shall be deemed amended by modifying such provision to the extent necessary to render it valid, legal and

enforceable while preserving its intent or, if such modification is not possible, by substituting therefor another provision that
is valid, legal and enforceable and that achieves the original intent of the parties hereto.
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11.5 Assignment; Binding Effect. Neither this Agreement nor any of the rights, benefits or obligations

hereunder may be assigned by any of the parties hereto (whether by operation of law or otherwise) without the prior written

consent of all of the other parties, and any purported assignment without such consent shall be null and void. Subject to the

preceding sentence, this Agreement will be binding upon, inure to the benefit of and be enforceable by the parties hereto and

their respective successors and permitted assigns.

11.6 No Third Party Beneficiaries. Nothing in this Agreement, express or implied, is intended to or shall

confer upon any Person (other than Verizon, Spinco and the Company and their respective successors and permitted assigns)

any legal or equitable right, benefit or remedy of any nature whatsoever under or by reason of this Agreement, and, except as

provided in Article X with respect to Indemnitees, no Person shall be deemed a third party beneficiary under or by reason of

this Agreement.

11.7 Limited Liability. Notwithstanding any other provision of this Agreement, no stockholder, director,

officer, Affiliate, agent or representative of any of the parties hereto, in its capacity as such, shall have any liability in respect

of or relating to the covenants, obligations, representations or warranties of such party under this Agreement or in respect of

any certificate delivered with respect hereto or thereto and, to the fullest extent legally permissible, each of the parties hereto,

for itself and its stockholders, directors, officers and Affiliates, waives and agrees not to seek to assert or enforce any such

liability that any such Person otherwise might have pursuant to applicable Law.

11.8 Entire Agreement. This Agreement (together with the other Transaction Agreements, the Confidentiality

Agreement, the exhibits and the Disclosure Letters and the other documents delivered pursuant hereto) constitutes the entire

agreement of all the parties hereto and supersedes all prior agreements and understandings, both written and oral, between or

among the parties, or any of them, with respect to the subject matter hereof.
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11.9 Governing Law. Except to the extent relating to the consummation of the Merger, which shall be

consummated in accordance with the DGCL, this Agreement shall be governed by, and construed in accordance with, the

laws of the State of New York without giving effect to the conflicts of law principles thereof.

I 1.10 Counterparts. This Agreement may be executed in two or more counterparts, each of which shall be

deemed to be an original, but all of which together shall constitute one agreement binding on the parties hereto,

notwithstanding that not all parties are signatories to the original or the same counterpart.

11.11 Waiver of Jury Trial. EACH OF THE PARTIES HERETO IRREVOCABLY WAIVES ALL RIGHT

TO TRIAL BY JURY IN ANY ACTION, SUIT, PROCEEDING OR COUNTERCLAIM (WHETHER BASED ON

CONTRACT, TORT OR OTHERWISE) ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE

ACTIONS OF THE PARTIES HERETO IN THE NEGOTIATION, ADMINISTRATION, PERFORMANCE AND

ENFORCEMENT HEREOF.

11.12 Jurisdiction; Enforcement; Service of Process. THE PARTIES HERETO AGREE THAT

IRREPARABLE DAMAGE WOULD OCCUR IN THE EVENT THAT ANY OF THE PROVISIONS OF THIS

AGREEMENT WERE NOT PERFORMED IN ACCORDANCE WITH THEIR SPECIFIC TERMS OR WERE

OTHERWISE BREACHED. IT IS ACCORDINGLY AGREED THAT THE PARTIES HERETO SHALL BE ENTITLED

TO AN INJUNCTION OR INJUNCTIONS TO PREVENT BREACHES OF THIS AGREEMENT AND TO ENFORCE

SPECIFICALLY THE TERMS AND PROVISIONS OF THIS AGREEMENT IN ANY FEDERAL COURT LOCATED IN

THE STATE OF NEW YORK OR, IF SUCH FEDERAL COURTS DO NOT HAVE SUBJECT MATTER

JURISDICTION, OF ANY NEW YORK STATE COURT, THIS BEING IN ADDITION TO ANY OTHER REMEDY TO

WHICH THEY ARE ENTITLED AT LAW OR IN EQUITY. IN ADDITION, EACH OF THE PARTIES HERETO

(A) CONSENTS TO SUBMIT ITSELF TO THE PERSONAL JURISDICTION OF ANY FEDERAL COURT LOCATED

IN THE STATE OF NEW YORK OR, IF SUCH FEDERAL COURTS DO NOT HAVE SUBJECT MATTER

JURISDICTION, OF ANY NEW YORK STATE COURT IN THE EVENT ANY DISPUTE ARISES OUT OF THIS

AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT, (B) AGREES THAT

IT WILL NOT ATTEMPT TO DENY OR DEFEAT SUCH PERSONAL JURISDICTION BY MOTION OR OTHER

REQUEST FOR LEAVE FROM ANY SUCH COURT AND (C) AGREES THAT IT WILL NOT BRING ANY ACTION

RELATING TO THIS AGREEMENT OR ANY OF THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT

IN ANY COURT OTHER THAN A FEDERAL COURT SITTING IN THE STATE OF NEW YORK OR, IF SUCH

FEDERAL COURTS DO NOT HAVE SUBJECT MATTER JURISDICTION, A NEW YORK STATE COURT. THE

PARTIES HEREBY AGREE THAT MAILING OF PROCESS OR OTHER PAPERS IN CONNECTION WITH ANY

SUCH ACTION OR PROCEEDING IN THE MANNER PROVIDED IN SECTION 11.2, OR IN SUCH OTHER MANNER

AS MAY BE PERMITTED BY LAW, SHALL BE VALID AND SUFFICIENT SERVICE THEREOF AND HEREBY

WAIVE ANY OBJECTIONS TO SERVICE ACCOMPLISHED IN THE MANNER HEREIN PROVIDED.
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- -'on Asusedherein,thephrase"_ andsimilarphrasesshallnvenn•11.13 KnowledeConvenuon..... =.._1_..qtet_henE Smith,J.GoodwmBennett,ThomasR.Parker,
meanallmattersactuallyknowntothefollowingmawmu_*.... _ •
KarenZacharia,LeonardSuchyta,DavidFeldmanandDaleM.Chamberlain•Asusedherein,thephrase"_
_" andsimilarphrasesshallmeanallmattersactuallyknowntothefollowingindividuals:HilaryGlassman,Dan
McCarthy,DonShassianandCeliaMcKenney.

[SIGNATUREPAGEFOLLOWS]

132



INWITNESSWHEREOF,thepartiesheretohaveexecutedthisAgreementasofthedatefirstabovewritten.

VERIZONCOMMUNICATIONSINC.,

By: /s/ John W. Diercksen

John W. Diercksen

Executive Vice President Strategy,

Planning and Development

NEW COMMUNICATIONS HOLDINGS INC.,

By: /s/ Stephen E. Smith

Stephen E. Smith

Vice President

FRONTIER COMMUNICATIONS CORPORATION,

By: /s/ Mary Agnes Wilderotter

Mary Agnes Wilderotter

Chairman of the Board of Directors,
President and

Chief Executive Officer
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DISTRIBUTION AGREEMENT

BY AND BETWEEN

VERIZON COMMUNICATIONS INC.

AND

NEW COMMUNICATIONS HOLDINGS INC.

DATED AS OF May 13, 2009



..Table of Contents

Section 1.1 Ge___neral

Section 1._2 l_nterpretation

Section 1_._..3References to Tim_e

ARTICLE_I

DEFINITIONS

ARTIC__ LE I1

TIlE CONTRIB UTION

Section 2.1 Transfers of Spinco Assets and Spinco Liabilities.

Section 2._2 _Conveyancing and Assumption Agreements

Section 2.3 Certain Resignations

Section 2.4 Special Payment Financing: Debt Exchange:

ARTICLE II[

CONDITIONS

Section 3.1 _Conditions to tile Distribution

Section 3.2 .Waiver of Conditions

_Section 4.1 Record Dale and Distribution Date

.,.Section 4.2 Spinco Reclassification

..Section 4.3 The A_,enl

Section 4.4 Deliver, of Shares to the A uent

Section 4.5 The Distribution

ARTICL_E IV

THE DISTRIBUTION

Pa__e_

3_

25

2__5

2__5

277

27

277

2_
30

3O

3¢)

3__0

3_9_O

3_



Section 5.1 Post-Closing Adiustments.

Table of Contents

(continued)

ARTICLE V

POST CLOSING ADJUSTMENTS

Section 6.1 Sur_'ival: Exclusive Remedy

Mutual Release

Section 6.3 lntercompanyAgreements

Section 6._.4 _G.uarantee Obligations and Mens_

Section 6.5 lnsur__.___ance.

Section 6._.6 Subs_.___¢quentTransf_r_ss

Section 6.7 F__urther Assurance_s

Section 6.____._88Use of Names_

ARTICLE V_I

ADDITIONAL COVENANT£

ARTICLE VII

ACCESS TO INFORMATION

Section 7.1 Provision of Information

Section 7.2 Privileged Intbrmation.

Section 7.3 production of Witnesses

Section 7.4 Retention of Information_

Section 7.5 Confidentialit_

Section 7.6 _Cooperation with Respect to Government Reports and Filing._

ARTICLE VlI_l

NO REPRESENTATIONS OR WARRANTIES

Section 8..____21No Representations or Warranties

ARTICLE IX_

MISCELLANEOUS

Section 9.__.__[

Section 9._____22Notice.______s

Section 9.3 lj)terpretatio_n

Section 9..___44Severabilitv

Section 9.___.__55Ass____i.gnment;Binding Eft_ct

.Section 9.6 No T_._.hirdParty, Beneficiaries

Section 9.____27Entire A_reemen_t

3__2

3_A4
3_A4
35

a_.&

36
38
3_88
3_

39
41
422
4_22
4_.33
43

44

444

4__5

45

4_

4_55

4__5

4_6





Section 9.8 Govemin,, Law

Section 9.9

Sectio_____.__n9.10Amendment_ Waive_

_on 9.1 Fl'ermination

Section 9.12Waiver of Jury Trial

Section 9.13 Jurisdiclion: Sen;ice of Proces______s

Table___of Content_

(continued)

Exhibit A

Exhibit B

Exhibit C

Exhibit D

Exhibit E

Exhibit F

Exhibit G

Disclosure Letter

Form of FiOS Intellectual Property Agreement

Form of FiOS Software License Agreement

Form of FiOS Trademark License Agreement

Form of Intellectual Property Agreement

Form of Software License Agreement

Terms of Spinco Securities

ea_ae,_¢
46
46
46
4._fi6

4_7
47

iii



DISTRIBUTIONAGREEMENT

ThisDISTRIBUTIONAGREEMENT(this"_")' datedasofMay13,2009,byandbetweenVerizon
CommunicationsInc.,aDelawarecorporation("Verizon"),andNewCommunicationsHoldingsInc.,aDelawarecorporation
andawholly-ownedsubsidiaryofVerizon("S_Sp3_B__"and,togetherwithVerizon,the,'Parties").

RECITALS

WHEREAS,Spincoisanewly-formed,wholly-owned,directSubsidiaryofVerizon;

WHEREAS,Verizon,SpincoandFrontierCommunicationsCorporation,aDelawarecorporation(the"Com_C_m_p____"),
AgreementandPlanofMerger,ofevendateherewith(assuchagreementmaybeamendedfromtimetointotheCompanY,

haveenteredintoan
time,the,,_gg_L_"), pursuanttowhich,attheEffectiveTime,Spincowillmergewithand
withtheCompanycontinuingasthesurvivingcorporation(the"Me_____g_");

wHEREAS,thisAgreementandtheotherTransactionAgreements(asdefinedherein)setforthcertaintransactions

thatareconditionstoconsummationoftheMerger;
WHEREAS,priortotheDistribution(asdefinedherein)uponthetermsandsubjecttotheconditionssetforthinthis

Agreement,Verizonwill,pursuanttoaseriesofrestructuringtransactionsthatwilloccurpriortotheDistribution,(a)transfer
orcausetobetransferred(D to Spinco and (ii) by Spinco to the Non-ILEC Spinco Subsidiary (as defined herein) and to one

or more wholly-owned Subsidiaries of the Non-ILEC Spinco Subsidiary (as may be designated by the Non-ILEC Spinco

Subsidiary) all of the Non-ILEC Spinco Assets (as defined herein), each such transfer to be subject to the assumption by such

entity or entities of the Non-ILEC Spinco Liabilities (as defined herein), (b_ to the extent the ILEC Spinco Assets and the

ILEC Spinco Liabilities are not currently located within an ILEC Spinco Subsidiary, transfer or cause to be transferred,

including by one or more of its Subsidiaries, to the ILEC Spinco Subsidiaries (as defined herein) all of the ILEC Spinco

Assets (as defined herein), subject to the assumption by such entities of the ILEC Spinco Liabilities (as defined herein), and
of a Subsidiary holding certain

distributions) to Spinco and (c_) to the extent anY Assets
shall directly or indirectly transfer the ILEC Spinco Subsidiaries (after receiving the stock

ILEC Spinco Subsidiaries from its Subsidiaries in a series of internal
that are not Spinco Assets and anY Liabilities that are not Spinco Liabilities are currently located within an ILEC Spinco

Subsidiary, transfer or cause to be transferred by anY such ILEC Spinco Subsidiary such Assets or Liabilities to Verizon or an

Affiliate of Verizon;



immediatelyprecedingrecital,Spincowill(a_payto

WI-IEREAS,inexchangeforthetransferscontemplatedbythe • SpincoSecurities(asdefinedif applicable,distributetoVenzonthe recital
VerizontheSpecialPayment(asdefinedherein)and(bb) Agreement(thetransactionsdescribedinthis
herein),alluponthetermsandsubjecttotheconditionssetforthinthis
andintheimmediatelyprecedingrecital,collectively,the,,Contribution");

andsubjecttotheconditionssetforthinthisAgreement,Verizonwilldistribute(the
ofcommonstock,parvalue$.01pershare,ofSpinco("_

WHEREAS,upontheterm;utstandingshares sharesofcommonstock,par
,,Distribution")alloftheissuedand
CommonStock")totheholdersasoftheRecordDate(asdefinedherein)oftheoutstanding receivedofVerizon(,,VerizonCommonStock")and,totheextentapplicable,tosuchpersonswhodefinedbelow);
value$.10pershare,CommonStockpursuanttotheexerciseofRecordDateOptions(as
Verizon Agreementintendthat(i)eachInternalSpinoffqualifyasadistributioneligiblefor

WHEREAS,thepartiestothis 368(a)(1)(D)oftheCode;(iii.__]theDistributionqualifyasanonrecognitionunderSections355(a),355(c)or361(c)oftheCode,asapplicable;(ii_)theContribution,togetherwiththe
Distribution,qualifyasatax-freereorganizationunderSection Sections355(a)and361(c)ofthe
distributionofSpincostocktoVerizonstockholderseligiblefornonrecognitionundeirnconnectionwiththereceiptofthe(asdefinedherein);(v)theSpecialPayment
Code;(iv_)nogainorlossberecognizedbyVerizonforfederalincometaxpurposesconnectionwiththereorganizationwithinthe(asdefinedherein)ortheconsummationoftheDebtExchange . .
SpincoSecurities ntthatVertzondlsmbutestheSpecialPaymentto_tscreditorsorasmoneytransferredtocreditorsordistributedtoshareholdersin
qualify (vt_. anyof
shareholdersinconnectionwiththeContribution;(vi)theMergerqualifyasatax-freereorganizationpursuanttoSection368meaningofSection361!b)(1).oftheCode,.tothee ofcashreceivedin
oftheCode;and(vii___)nogainorlossberecognizedasaresultofsuchtransactionsforfederalincometaxpurposesby
Verizon,Spinco,theCompanyandtheirrespectivestockholdersandSubsidiaries(excepttotheextent

lieuoffractionalshares);and tothisAgreementintendthat,exceptassetforthinSection2.3hereof,throughoutthe
WHEREAS,theparties ofthisAgreement,includingtheInternalSpinoff.s,theInternalRestrncturings,

incontemplation nterruptedcontmmtyofrepresentationforpurposesinternalrestrncturingstaken theSpincoEmployeesshallmamtamumnterruptedco.ntmmtyofemployment,
,_,oc.nntribution,andtheDlstribu?lo___.._;on.reoresentedemployees,unl^:..,,llectivebargainingagreements,as
...... --:_ andbenefits,anomsolo_u_. .:2"..;,,,ofcoverageunderm_.....
compens_.u,,,__:--_,,nduninterrupteOconu....
ofcollectivevargam,,,r,-- EmployeeMattersAgreement-
contemplatedbyandprovidedinthe



NOW,THEREFORE,in consideration of these premises, and of the representations, warranties, covenants and

agreements set forth herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby

acknowledged, the Parties hereby agree as follows:

ARTICLE I

Definitions

Section 1. I General. As used in this Agreement, the following terms shall have the following meanings (such

meanings to be equally applicable to both the singular and plural forms of the terms defined):

"Affiliate" means a Person that, directly or indirectly, through one or more intermediaries, controls or is

controlled by, or is under common control with, a specified Person. The term "control" (including, with correlative

meanings, the terms "controlled by" and "under common control with"), as applied to any Person, means the

possession, direct or indirect, of the power to direct or cause the direction of the management and policies of such

Person, whether through the ownership of voting securities or other ownership interest, by contract or otherwise;

however that for purposes of this Agreement, (i) from and after the Distribution Date, no member of

either Group shall be deemed an Affiliate of any member of the other Group and (ii) none of Cellco Partnership

(d/b/a Verizon Wireless) or any of its Subsidiaries shall be deemed Affiliates or Subsidiaries of Verizon.

"_" means the distribution agent agreed upon by Verizon and the Company, to be appointed by

Verizon to distribute the shares of Spinco Common Stock pursuant to the Distribution.

"Agreement" has the meaning set forth in the Preamble.
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"ApplicableRate" means the three-month LIBOR rate published by Bloomberg as "Ticker US001M" (or

any successor page) at approximately 11:00 a.m. London time on the date which is two days prior to the date such
rate is determined plus 200 basis points, such rate to be reset every 90 days.

"Asset" means any and all assets, properties and rights, wherever located, whether real, personal or mixed,

tangible or intangible, including the following (in each case, whether or not recorded or reflected or required to be

recorded or reflected on the books and records or financial statements of any Person): (i) accounts and notes

receivable (whether current or non-current); (ii) Cash and Cash Equivalents, debentures, bonds, notes, evidences of

indebtedness, certificates of interest or participation in profit-sharing agreements, collateral-trust certificates,

preorganization certificates or subscriptions, transferable shares, investment contracts, letters of credit and

performance and surety bonds, voting-trust certificates, puts, calls, straddles, options and other securities of any

kind, and all loans, advances or other extensions of credit or capital contributions to any other Person; (iii) rights

under leases (including real property leases), contracts, licenses, permits, distribution arrangements, sales and

purchase agreements, joint operating agreements, other agreements and business arrangements; (iv) owned real

property; (v) leased real property, fixtures, trade fixtures, machinery, equipment (including oil and gas,

transportation and office equipment), tools, dies and furniture; (vi) office supplies, production supplies, spare parts,

other miscellaneous supplies and other tangible property of any kind, including all antennas, apparatus, cables,

electrical devices, fixtures, equipment, furniture, office equipment, broadcast towers, motor vehicles and other

transportation equipment, special and general tools, test devices, transmitters and other tangible personal property;

(vii) computers and other data processing equipment and soil-ware; (viii) raw materials, work-in-process, finished

goods, consigned goods and other inventories; (ix) prepayments or prepaid expenses; (x) claims, causes of action,

rights under express or implied warranties, rights of recovery and rights ofsetoffofany kind; (xi) Information; (xii)

advertising materials and other printed or written materials; (xiii) goodwill as a going concern and other intangible

properties; and (xiv) licenses and authorizations issued by any Governmental Authority. "Assets" shall not include
any Excluded Assets.

"Blended Customer Contracts" means Contracts with customers of Verizon or one of its Subsidiaries, in

each case to which Verizon, one of the Contributing Companies or another Subsidiary of Verizon is a party, and in

each case which provide for such customers to receive one or more products or services that are offered by the

Spinco Business as well as one or more products or services that are offered by the Verizon Business, other than

Contracts relating to Retained Customer Accounts listed on Section 1.1 (a) of the Disclosure Letter.
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,,_" meansaday,otherthanSaturday,SundayorotherdayonwhichcommercialbanksinNew
York,NewYorkareauthorizedorrequiredbyapplicableLawtoclose.

"CashandCashE uivalents"means,asofanydateofdetermination,allcashandcashequivalents,
includingcertificatesofdepositorbankers'acceptancesmaturingwithinoneyearfromthedateofacquisition
thereof,andmarketabledirectobligationsissuedby,orunconditionallyguaranteedby,theUnitedStatesgovernment
oranagencythereof,andinvestmentsinmoneymarketfundsandotherliquidinvestments,includingalldeposited
butunclearedbankdeposits.

"ClaimsMadePolicies"hasthemeaningsetforthinSection6.5(a).

,,_" hasthemeaningsetforthintheMergerAgreement.

,,_" hasthemeaningsetforthintheMergerAgreement.

,,_" hasthemeaningsetforthinSection5.1(a).

"Code"meanstheInternalRevenueCodeof1986,asamendedfromtimetotime.

intheRecitals.
' Com__Q_m_p____hasthemeaningsetforth

intheMergerAgreement.
-- k"

"Corn an Common Stoci¢ has the meaning set forth

,,_" has the meaning set forth in the Merger Agreement.

"Contract" means anY contract, agreement or binding arrangement or understanding, whether written or

oral and whether express or implied.
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"Contributing Companies" means Verizon North Inc., a Wisconsin corporation, Verizon Northwest Inc., a

Washington corporation, Verizon West Coast Inc., a California corporation, Contel of the South, Inc., a Georgia

corporation, Verizon California Inc., a California corporation, Verizon South Inc., a Virginia corporation, Verizon

West Virginia Inc., a West Virginia corporation, Verizon Enterprise Solutions LLC, a Delaware limited liability

company, Verizon Long Distance LLC, a Delaware limited liability company, Verizon Online LLC, a Delaware

limited liability company, and Verizon Credit Inc., a Delaware corporation, and any other Subsidiary of Verizon that

employs Spinco Business Employees (as defined in the Merger Agreement) as of the Closing Date.

"Contribution" has the meaning set forth in the Recitals.

"Current Assets" means total current assets of the Spinco Business, determined in accordance with the last

sentence of Section 5.1 (a), as of the opening of business on the Distribution Date.

"Current Liabilities" means the total current liabilities of the Spinco Business, determined in accordance

with the last sentence of Section 5.1 (a) as of the opening of business on the Distribution Date.

"Cutover Plan Support Agreement" means the Cutover Plan Support Agreement entered into on the date

hereof, between Verizon Information Technologies LLC and the Company as such agreement may be amended from

time to time.

"Debt Exchange" has the meaning set forth in Section 2.4(c).

"Disclosure Letter" means the schedule prepared and delivered by Verizon to Spinco as of the date of this

Agreement.

"Dispute Resolution Request" has the meaning set forth in Section 5.1 (c).

"Distribution" has the meaning set forth in the Recitals.
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"Distribution Date" means the date that the Distribution shall become effective.

"Distribution Date Spinco Indebtedness" has the meaning set forth in the Merger Agreement.

"Distribution Date Workmg Capttal means the amount, if any, by which Current Assets exceeds Current

Liabilities (or, if Current Liabilities exceeds Current Assets, the amount of such excess expressed as a negative

number) as of the opening of business on the Distribution Date prior to the application of purchase accounting

entries to the Surviving Corporation's opening balance sheet.

"Effective Time" has the meaning set forth in the Merger Agreement.

"Election" has the meaning set forth in Section 2.4(d).

"Employee Matters Agreement" means the Employee Matters Agreement entered into among Verizon,

Spinco and the Company on the date hereof, as such agreement may be hereafter amended from time to time.

"Excluded Assets" means (i) all Intellectual Property Assets, which shall be governed exclusively by the

Intellectual Property Agreement, (i_i) all assets relating to Taxes (except to the extent included in Current Assets),

and (iii) all assets consisting of or relating to any benefits or any benefit plans, programs, agreements or

arrangements, which shall be governed exclusively by the Employee Matters Agreement and, to the extent
applicable, the Merger Agreement.

"Excluded Liabilities" means (i) all liabilities for or in respect of any Intellectual Property Assets, (i_i) all

liabilities for or in respect of Taxes (except to the extent included in Current Liabilities) and (iii) all liabilities for or

in respect of any benefits or any benefit plans, programs, agreements or arrangements, which shall be governed

exclusively by the Employee Matters Agreement and, to the extent applicable, the Merger Agreement•

"Final Closing Statement" has the meaning set forth in Section 5.1 (c).

7
.H i



Table of Content,_

"Final Distribution Date Working Capital" has the meaning set forth in Section 5.1 (d).

"Financial Instruments" means credit facilities, guarantees, commercial paper, interest rate swap

agreements, foreign currency forward exchange contracts, letters of credit, surety bonds and similar instruments.

"FiOS Intellectual Property Agreement" means the FS Intellectual Property Agreement to be entered into

among Verizon Patent and Licensing Inc., Spinco and the Company, substantially in the form of Exhibit B hereto.

"FiOS Software License Agreement" means the FS Software License_Agreement to be entered into among

Verizon Information Technologies LLC, Spinco and the Company, substantially in the form of Exhibit C hereto.

"FiOS Trademark " ,,
License Agreement means the FS Trademark License_Agreement to be entered into

between Verizon Licensing Company and the Company, substantially in the form of Exhibit D hereto.

"GAAP" means United States generally accepted accounting principles.

"Governmental Authority" has the meaning set forth in the Merger Agreement.

"Grou.t2" means the Verizon Group or the Spinco Group, as the case may be.

"GTE" means GTE Corporation, a New York corporation.

"ILEC__" means an incumbent local exchange carrier, as defined in 47 U.S.C. § 251(h).

"ILEC Spinco Assets" means Spinco Assets which are subject to regulations applicable to ILECs

promulgated by one or more of the public utility commissions in the states of Arizona, California, Idaho, Illinois,

Indiana, Michigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, Washington, West Virginia andWisconsin.

,... 8



..... es" SpincoLiabilitiestotheextentarisingfromorrelatingtoILECSpinco
"ILECS incoLiabilitiesmeans

Assets.

"ILECS incoSubsidiaries"meansVerizonNorthInc.,aWisconsincorporation,VerizonNorthwestInc.,a
Washingtoncorporation,VerizonWestCoastInc.,aCaliforniacorporation,ConteloftheSouth,Inc.,aGeorgia
corporation,NewCommunicationsoftheSouthwestInc.,anewlyformedDelawarecorporation,New
CommunicationsoftheCarolinasInc.,anewlyformedDelawarecorporation,andVerizonWestVirginiaInc.,a
WestVirginiacorporation.

,,Indebtedness"means,withrespecttoSpincoandtheSpincoSubsidiaries,allindebtednessforborrowed
money,includingtheaggregateprincipalamountthereof,andanyaccruedinterestthereon.

,'Information"meansalllistsofcustomers,recordspertainingtocustomersandaccounts,copiesof
Contracts,personnelrecords,listsandrecordspertainingtocustomers,suppliersandagents,andallaccountingand
otherbooks,records,ledgers,filesandbusinessrecords,dataandotherinformationofeverykind(whetherinpaper,
microfilm,computertapeordisc,magnetictapeoranyotherform).

• t" theinformationstatementformingpartofSpinco'sRegistrationStatement
,'InformationStatementmeans

onForm10.

-IntellectualProe A eement" means the Intellectual Property Agreement to be entered into among

Verizon Patent and Licensing Inc., Spinco and the CompanY in the form of Exhibit E hereto.

- _s" all Statutory Intellectual Property and Non-Statutory Intellectual
,,_ means

Property.

,,_" has the meaning set forth in the Merger Agreement.
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"internal Spinoffs" has the meaning set forth in the Merger Agreement.

"Law" has the meaning set forth in the Merger Agreement.

"Leased Real Property" means all leasehold or subleasehold estates and other rights of Verizon or its

Affiliates to use or occupy any land, buildings or structures located in the Territory that are used primarily in the

conduct of the Spinco Business, including those listed in Section 1. l(b) of the Disclosure Letter.

"_" or "Liabilities" means all debts, liabilities and obligations (including those arising under

Contracts) whether absolute or contingent, matured or unmatured, liquidated or unliquidated, accrued or unaccrued,

known or unknown, whenever arising, and whether or not the same would properly be reflected on a balance
sheet. "Liabilities" shall not include any Excluded Liabilities.

"Litigation Matters" means all pending or threatened litigation, investigations, claims or other legal matters

that have been or may be asserted against, or otherwise adversely affect, Verizon or Spinco (or members of either
Group).

"Me_M__g_"has the meaning set forth in the Recitals.

"Merger Agreement" has the meaning set forth in the Recitals.

"Non-ILEC Spinco Assets" means Spinco Assets other than ILEC Spinco Assets.

"Non-ILEC Spinco Liabilities" means Spinco Liabilities other than ILEC Spinco Liabilities.

"Non-ILEC Spinco Subsidiar3,,, means New Communications Online and Long Distance Inc., a newly
formed Delaware corporation and a wholly-owned Subsidiary of Spinco.

10



"l'_qbleof Contents

"Non-Statutory Intellectual Property" means all unpatented inventions (whether or not patentable), trade

secrets, know-how and proprietary information, including but not limited to (in whatever form or medium),

discoveries, ideas, compositions, formulas, computer programs (including source and object codes), computer

software documentation, database, drawings, designs, plans, proposals, specifications, photographs, samples,

models, processes, procedures, data, information, manuals, reports, financial, marketing and business data,

information, manuals, reports and pricing and cost information, correspondence and notes, and any rights or licenses

in the foregoing which may be granted without the payment of compensation or other consideration to any Person;

_, however, that, notwithstanding anything to the contrary, the definition of"Non-Statutory Intellectual

Property" shall not include any Statutory Intellectual Property.

"Occurrence Basis Policies" has the meaning set forth in Section 6.5(a).

"Owned Real Property" means all land in the Territory that is owned by Verizon or its Affiliates and used

primarily in the conduct of the Spinco Business, together with all buildings, structures, improvements and fixtures

located thereon, subject to all easements and other rights and interests appurtenant thereto, including existing third

party rights and interests.

"Parties" has the meaning set forth in the Preamble.

"Person" or "person" means a natural person, corporation, company, joint venture, individual business

trust, trust association, partnership, limited partnership, limited liability company or other entity, including a

Governmental Authority.

"Policies" means all insurance policies, insurance contracts and claim administration contracts of any kind

of Verizon and its Subsidiaries (including members of the Spinco Group) and their predecessors which were or are

in effect at any time at or prior to the Distribution Date, including commercial general liability, automobile,

workers' compensation, excess and umbrella, aircraft, crime, property and business interruption, directors' and

officers' liability, fiduciary liability, employment practices liability, errors and omissions, special accident,

environmental, inland and marine, and captive insurance company arrangements, together with all rights, benefits

and privileges thereunder.

11
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"Privileged Information" means with respect to either Group, Information regarding a member of such

Group or any of its operations, Assets or Liabilities (whether in documents or stored in any other form or known to

its employees or agents) that is or may be protected from disclosure pursuant to the attorney-client privilege, the

work product doctrine or another applicable privilege, that a member of the other Group may come into possession

of or obtain access to pursuant to this Agreement or otherwise.

"Real Property_ Interests" means all easements, rights of way, and licenses (whether as licensee or licensor)

in real property that are used primarily in the conduct of the Spinco Business, and excluding all Owned Real

Property and property and interests subject to Real Property Leases.

"Real Property_ Leases" means all leases, subleases, concessions and other agreements (written or oral)

pursuant to which any Leased Real Property is held, including the right to all security deposits and other amounts

and instruments deposited thereunder.

"Reclassification" has the meaning set forth in Section 4.2.

"Record Date" means the close of business on the date to be determined by the Board of Directors of

Verizon as the record date for determining stockholders of Verizon entitled to participate in the Distribution, which

date shall be a Business Day preceding the Distribution Date.

"Record Date Options" has the meaning set forth in the Employee Matters Agreement.

"Representative" means with respect to any Person, any of such Person's directors, managers or persons

acting in a similar capacity, officers, employees, agents, consultants, financial and other advisors, accountants,

attorneys and other representatives.

"Retained Contract" means (i) any Contract entered into by Verizon or any Subsidiary of Verizon (other

than Spinco or a Spinco Subsidiary), on the one hand, with a non-Affiliate of Verizon, on the other hand, which is

used or held for use in the conduct of the Spinco Business as well as the Verizon Business, other than any Blended

Customer Contract; and (ii) any Contract entered into solely between or among Verizon and/or Affiliates of Verizon,

other than (a) Transferred Affiliate Arrangements, including, in each case, those Contracts listed in Section 1.1 (c) of

the Disclosure Letter and (b) Contracts governing Retained Customer Accounts.

12
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"Retained Customer Accounts" means those customer accounts identified on Section 1.1 (a) of the
Disclosure Letter.

"Software License Agreement" means the Verizon Software License Agreement to be entered into among

Verizon Information Technologies LLC, Spinco and the Company, in the form of Exhibit F hereto.

"Special Payment" means a payment made by Spinco to West in an amount which shall not exceed (i) the

lesser of(x) $3.333 billion and (E) West's estimate of its tax basis in Spinco minus (ii) the amount of Distribution

Date Spinco Indebtedness, such amount to be set forth in a certificate delivered pursuant to Section 7.18(g) of the

Merger Agreement (as updated in accordance with such section).

"Special Payment Financing" has the meaning set forth in the Merger Agreement.

"_S.pinco" has the meaning set forth in the Preamble; provided that, with respect to any period following the

Effective Time, all references to Spinco herein shall be deemed to be references to the Surviving Corporation.

m '_ °"Spinco ssets means, subject to Section 2.1 (c), collectively:

(i) all of the right, title and interest of Verizon and its Affiliates in all Assets that are

primarily used or held for use in, or that primarily arise from, the conduct of the Spinco Business,

including:

(A) those set forth on the Spinco Audited Balance Sheet to the extent held on the

Distribution Date;

(B) the Current Assets;

13



(C) allOwnedRealPropertyandallLeasedRealProperty,togetherwithall
buildings,towers,facilitiesandotherstructuresandimprovementslocatedthereon;

(D) allRealPropertyInterests;

(E) allTelephonePlant;

(F) allContracts;

(G) allexistingfiber-to-the-premises("FiO____SS")networkelementsfromand
includingthevideohuboffice(s)("VHO")to

theend-usercustomersconsistingprimarilyof
elementsoftheVHO,trunksandotherconnectingfacilitiesfromtheVHOtotheservingoffices
andallconnectionsfromservingofficestoend-usercustomersinthestatesofIndiana,OregonandWashington;

(ii) allotherAssets of Spinco and the Spinco Subsidiaries to the extent specifically assigned

to any member of the Spinco Group pursuant to this Agreement or any other Transaction Agreement;

(iii) the capital stock of each Spinco Subsidiary (it being agreed that the physical certificates

representing such capital stock shall be delivered to Spinco by Verizon no later than the Distribution Date);

(iv) all rights of the Contributing Companies in respect of the Transferred AffiliateArrangements;

(v) those rights in the Blended Customer Contracts as are allocated to Spinco as

contemplated by Section 7.8(e) of the Merger Agreement and the obligations of Verizon described in
Section 7.8(0 of the Merger Agreement;

(vi) all claims, causes of action and rights (or any share thereof) to the extent related to or
arising from any other Spinco Asset or Spinco Liability; and

14



(vii) anyadditionalAssetssetforthon Section 1.1(d) of the Disclosure Letter;

that, notwithstanding the foregoing, in no event will the Spinco Assets include:

I. any Excluded Assets and Verizon Third Party

Intellectual Property or CompanY Third party Intellectual Property;

II. any Verizon Assets;

III. any Retained Contracts and any Contracts governing

Retained Customer Accounts;

investments;

IV. any Cash and Cash Equivalents or short-term

V. any Assets of Verizon Business Global LLC, ffk/a

MCI, LLC, which is the successor to the business of MCI, Inc., and direct and indirect

Subsidiaries of Verizon Business Global LLC;

VI.

VII.

VIII.

IX.

X.

XI.

any Assets of Verizon Network Integration Corp.;

any Assets of Verizon Federal Inc.;

any Assets of Federal Network Systems LLC;

any Assets of Verizon Global Networks Inc.;

any Assets of Verizon Select Services Inc.; and

any Assets of Cellco Partnership (d/b/a Verizon

Wireless).

15



"SpincoAudited Balance Sheet" means the audited Combined Statements of Selected Assets, Selected

Liabilities and Parent Funding as of December 31, 2008 for the local exchange businesses and related landline

activities of Verizon in the Territory (including Internet access and certain long distance services provided to

customers in those states).

"Spinco Business__" means:

(i) all of the incumbent local exchange carrier business activities and operations of Verizon

and its Affiliates in the Territory (consisting of local exchange service, "intraLATA" toll service, network

access service, enhanced voice and data services, digital subscriber line ("DSL._____")services, wholesale

services, operator services, directory assistance services, customer service to end users, and, in connection

with any of the foregoing, repairs, billing and collections); and

(ii) all of the following activities of Verizon and its Affiliates in the Territory:

(A) originating central office voice switched Long Distance ( L_._D_D) services m the

Territory switched by wire centers that are otherwise Spinco Assets; and

(B) the provision by Verizon Online LLC of dial-up, DSL and dedicated Internet

access services and related value added services taken by DSL customers located in the Territory;

(C) the resale of satellite to terrestrial video services, but only to the extent of the

assets described in clause (i)(G) of the definition of Spinco Assets.

16
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provided that, for the avoidance of doubt, "Spinco Business" shall not include any other business activities or

operations of Verizon or its Affiliates whether or not conducted in the Territory, including:

(A) the offering of wireless voice, data and other services by Cellco Partnership

(d/b/a Verizon Wireless) and its Affiliates;

(B)

directories;

publishing and printing telephone directories and publishing electronic

(C) monitoring, installation, maintenance and repair of customer premises

equipment and software, structured cabling, call center solutions and professional and other

services as provided by Verizon Network Integration Corp. or Verizon Select Services Corp.;

(D) multi-dwelling unit voice, data and video services as provided generally by

Verizon Avenue Corp., other than services provided pursuant to contracts entered into by Verizon

Avenue Corp. as agent for, or on behalf of, a Contributing Company;

(E) wireless telecommunications services, customer premises equipment, inside

wiring and cabling, and consulting services to or for federal government agencies offered by

Federal Network Systems LLC, and customer premises inside wiring and cabling, and consulting

services to or for federal government agencies offered by Verizon Federal Inc.;

(F) interstate, intrastate and local exchange services offered by Verizon or its

Affiliates (other than the Contributing Companies) consisting primarily of those services

conducted by them as successors to the business of MCI, Inc.;

(G) monitoring, provision, maintenance and repair of intrastate, interstate and

international telecommunications and information services, managed services, internet protocol

services, data center services, professional services, hosting services, web infrastructure and

application management and other products, services and software as provided generally by

Verizon Business Global LLC, f/k/a MCI, LLC, which is the successor to the business of MCI,

Inc., or direct and indirect Subsidiaries of Verizon Business Global LLC;
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(H) consumer and small business customer premises equipment sales and services;

(I) long haul switching, routing and transmission and other carder services as

provided generally by Verizon Global Networks Inc.;

(J) prepaid card products, payphone dial around services (VSSI-CARD) and

dedicated Internet access services as provided generally by Verizon Select Services Inc.;

(K) Verizon "Voice Over Internet Protocol" service, "iobi" service and smart

touch service as provided generally by Verizon Long Distance LLC and Verizon Enterprise
Solutions LLC;

(L) security services as provided generally by Cybertrust, Inc. and its Affiliates;

(M) any former MCI or Verizon Select Services Inc. business;

(N) operator services and directory assistance services to wireless carriers,

including Cellco Partnership (d/b/a Verizon Wireless) and any third-party wireless carrier;

(O) Verizon Smart Phone service as provided generally by Verizon Online LLC;
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(P) any"interLATA,,non-ILECswitchedordataservicesprovidedbyVerizon
LongDistanceLLCandVerizonEnterpriseSolutionsLLC,whichincludesPrivateline,
asynchronoustransfermode("ATM"),framerelay,Ethernetanddedicatedaccessvoiceservices
oranyservicesthatVerizonLongDistanceLLCandVerizon Enterprise Solutions LLC providethrough separate third party Agreements; or

entities. (Q) similar activities conducted by successors to any of the foregoing named

_S °

_" has the meaning set forth in the Recitals.

_S "

_" means the aggregate amount of all fees and expenses payable to lenders or

lenders' advisors by Spinco or the Surviving Corporation pursuant to the terms of the Special Payment Financing or
otherwise arising directly from the consummation of the Special Payment Financing.

"_" has the meaning set forth in the Employee Matters Agreement.

"_" means Spinco and the Spinco Subsidiaries.

_S "

_" has the meaning set forth in Section 6.4(b).

"_" means, subject to Section 2. ! (c), collectively:

(i) all Liabilities of Verizon or any of its Subsidiaries (including Spinco and the Spinco

Subsidiaries) to the extent relating to or arising from the Spinco Business, including the Liabilities set forth

on the Spinco Audited Balance Sheet and the Liabilities of Spinco under the Transaction Agreements;

(ii) all Liabilities to the extent relating to or arising from any Spinco Assets;



(iii) all Liabilities of the Spinco Business in respect of the Transferred Affiliate

Arrangements;

(iv) all Current Liabilities;

(v) those Liabilities under the Blended Customer Contracts that are assigned to and

assumed by the Company pursuant to Section 7.8(e) or described in Section 7.8(f) of the Merger

Agreement;

(vi) all Liabilities relating to or arising from any Verizon Guarantee;

(vii) all Distribution Date Spinco indebtedness; and

(viii) all Liabilities set forth in Section 1.1(e) of the Disclosure Letter.

Notwithstanding the foregoing, the Spinco Liabilities shall not include any Liabilities specifically agreed not to be

assumed by Spinco under any other Transaction Agreement- For the avoidance of doubt, Spinco Liabilities shall not

include any Verizon Liabilities or Excluded Liabilities.

,,_" means any notes issued by Spinco to Verizon, as contemplated in Section 2.4 hereof

and having the principal terms set forth on Exhibit G hereto and other terms determined in accordance with Section

7.18 of the Merger Agreement.

• " "es" collectively, the Non-ILEC Spinco Subsidiary and the ILEC Spinco
"S inco Subsidiaries means,

Subsidiaries. kind, (ii)

and copyright and mask work registrations and,,_" means all (i) United States patents and patent applications of any

United States works of authorship, mask-works, copyrights,

applications for registration, (iii) Trademarks, and (iv) any rights or licenses in the foregoing.

,,_" has the meaning set forth in the Merger Agreement.
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"Surviving Corporation" has the meaning set forth in the Merger Agreement.

"Target Working Capital" means $0.

"Taxes" has the meaning set forth in the Merger Agreement.

"Tax Sharing Agreement" means the Tax Sharing Agreement entered into on the date hereof, among

Verizon, the Company, Spinco and the ILEC Spinco Subsidiaries, as such agreement may be amended from time to

time.

"Telephone Plant" means all plant, systems, structures, regulated construction work in progress, telephone

cable (whether in service or under construction), microwave facilities (including frequency spectrum assignment),

telephone line facilities, machinery, furniture, fixtures, tools, implements, conduits, stations, substations, equipment

(excluding customer premises equipment, but including all local exchange equipment that serves (i) cell towers, (ii)

data equipment (excluding customer premises equipment, but including all equipment necessary to provide data

services (including dial-up, digital subscriber line and dedicated Internet access services and related value-added

services)), including the broadband router aggregation system, (iii) ATM switch routers and (iv) network facilities

located in the Territory), central office equipment and other equipment in general other than customer premises

equipment, instruments and house wiring connections located in the Territory used in the Spinco Business (to the

extent not transferred to customers as inside wiring), other than the portion thereof relating to the FiOS network.

"Territory_" means the local franchise area of the Contributing Companies in the states of Arizona, Idaho,

Illinois, Indiana, Michigan, Nevada, North Carolina, Ohio, Oregon, South Carolina, Washington, West Virginia and

Wisconsin, the franchise area of Verizon West Coast Inc. and the franchise areas in California covered by the

following wirecenters:

(i) bordering Nevada:

WDFRCAXFRS 1

PYVLCAAARLO

WDFRCAAARLO

CEVLLAFRS6

WDFRAXF

PYVLCAAA

WDFRCAAA

CEVLCAXF
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(ii) bordering Arizona:

BGRVLAFRLO

HVSUCAXFRS 1

BLTLAXF9ZK

BGRVCAXF

HVSUCAXF

BLYTLAXF

"Total Venzon Shares means (i_) the total number of shares of Verizon Common Stock as of the Record

Date plus (ii) the total number of shares of Verizon Common Stock issued to all persons who acquired such Verizon

Common Stock pursuant to the exercise of Record Date Options on or prior to the Distribution Date.

".Trademarks" means trademarks, tradenames, applications for trademark registration, service marks,

applications for service mark registration, domain names, registrations and applications for registrations pertaining
thereto, and all goodwill associated therewith.

"Transaction Agreements" has the meaning set forth in the Merger Agreement.

"Transferred Affiliate Arrangements" means (i) all Transaction Agreements and all arrangements expressly

contemplated by a Transaction Agreement, (i_i) all Affiliate interconnection Contracts and (iii) all Contracts listed on
Section I. 1(f) of the Disclosure Letter.

"Verizon" has the meaning set forth in the Preamble.

"Verizon Assets" means, subject to Section 2.1 (c), collectively,

(i) all of the right, title and interest of Verizon and its Subsidiaries in all Assets held by them

other than those identified in clauses (i) through (vii) of the definition of Spinco Assets, it being
acknowledged that Verizon Assets include:

(A) all Retained Contracts (it being agreed that Spinco and the Spinco Subsidiaries

shall be permitted to (x) retain any product or license under a Retained Contract delivered and paid

for prior to the Closing in the conduct of the Spinco Business and (y) receive any product or

license under a Retained Contract that was ordered and paid for prior to the Closing in the conduct

of the Spinco Business but which shall be delivered after the Closing);
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(B) all Contracts between Verizon and the Verizon Subsidiaries on one hand and

Spinco and the Spinco Subsidiaries on the other hand (other than to the extent they constitute

Transferred Affiliate Arrangements);

(C) any Asset, other than any customer relationships, of the dial-up, DSL, and

dedicated Internet access, related DSL value added services and LD portions of the Spinco

Business;

(D) all FiOS network assets not specifically described as a Spinco Asset, including

the Satellite Head End located in Illinois; and

"ble Assets used exclusively by personnel who are retained by Verizon but
(E) tangl ...... :--_ located in the Territory which serve both

who work in one of the work centers or omer _oc_tuull_ •
the Spinco Business and the Verizon Business, which locations are set forth in Section 1.1 (g) of

the Disclosure Letter;

(ii) all other Assets of Verizon and Verizon Subsidiaries to the extent specifically assigned

to or retained by anY member of the Verizon Group pursuant to this Agreement or any other Transaction

Agreement;

(iii)

(iv)

(v)
Affiliates;

the capital stock of each Verizon Subsidiary;

all rights of Verizon under the Transaction Agreements;

all defenses and counterclaims relating to any Liability retained by Verizon or its
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(vi) all claims, causes of action and rights (or any share thereof) to the extent related to or

arising from any other Verizon Asset or Verizon Liability; and

(vii) any additional Assets set forth on Section l.l(h) of the Disclosure Letter;

provided that, notwithstanding the foregoing, in no event will the Verizon Assets include any Spinco Assets.

"Verizon Business" means all of the businesses and operations conducted by Verizon and the Verizon

Subsidiaries (other than the Spinco Business) at any time, whether prior to, on or after the Distribution Date.

"Verizon Common Stock" has the meaning set forth in the Recitals.

,,_" means Verizon and the Verizon Subsidiaries.

_ • ,_Verizon Guarantees has the meaning set forth in Section 6.4(a).

"Verizon Liabilities" means, subject to Section 2.1(c) collectively, (i) all Liabilities of Verizon or any of its

Subsidiaries (including Spinco and the Spinco Subsidiaries) relating to or arising from the Verizon Business,

including the Liabilities of Verizon under the Transaction Agreements, in each case other than the Spinco
Liabilities, (ii) all Liabilities in respect of the Transferred Affiliate Arrangements other than the Spinco Liabilities

related thereto, (iii) all Liabilities under the Blended Customer Contracts except to the extent assumed by the

CompanY pursuant to Section 7.8(e) of the Merger Agreement, (iv) all Liabilities in respect of Retained Contracts,

(v) all Liabilities relating to or arising from any Spinco Guarantee, (vi) all expenses allocated to Verizon pursuant to
Section 11.1 of the Merger Agreement and (vii) all Liabilities listed in Section 1.1(i) of the Disclosure Letter. For

the avoidance of doubt, the Verizon Liabilities shall not include any Spinco Liabilities.

"Verizon Subsidiaries" means all direct and indirect Subsidiaries of Verizon immediately after the

Distribution Date, assuming that the Distribution has occurred in accordance with the terms hereof.
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"Verizon Third Party_ Intellectual Property" has the meaning set forth in the Merger Agreement.

Section 1.2 Interpretation. When a reference is made in this Agreement to an Article or Section, such

reference shall be to an Article or Section of this Agreement unless otherwise indicated. The table of contents to this

Agreement, and the Article and Section headings contained in this Agreement, are for reference purposes only and shall not

affect in any way the meaning or interpretation of this Agreement. Whenever the words "include," "includes" or "including"

are used in this Agreement, they shall be deemed to be followed by the words "without limitation." The words "hereof,"

"herein" and "hereunder" and words of similar import when used in this Agreement shall refer to this Agreement as a whole

and not to any particular provision of this Agreement. The term "or" is not exclusive. All terms defined in this Agreement

shall have the defined meanings when used in any certificate or other document made or delivered pursuant hereto unless

otherwise defined herein. The definitions contained in this Agreement are applicable to the singular as well as the plural

forms of such terms and to the masculine as well as to the feminine and neuter genders of such terms. Unless otherwise

specified, any agreement, instrument or statute defined or referred to herein or in any agreement or instrument that is referred

to herein means such agreement, instrument or statute as from time to time amended, modified or supplemented, including

(in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable

successor statutes, and including all attachments thereto and instruments incorporated therein. References to a person are

also to its permitted successors and assigns.

Section 1.3

City time.

References to Time. All references in this Agreement to times of the day shall be to New York

ARTICLE II

The Contribution

Section 2.1 Transfers of Spinco Assets and Spinco Liabilities.

(a) Subject to Section 2.1(b) and, in the case of Information, Article VII, on or prior to the Distribution Date,

Verizon shall take or cause to be taken all actions necessary to cause the transfer, assignment, delivery and conveyance of(i)

the Non-ILEC Spinco Assets and the Non-ILEC Spinco Liabilities to the Non-ILEC Spinco Subsidiary, (ii) the ILEC Spinco

Assets and the ILEC Spinco Liabilities to the ILEC Spinco Subsidiaries and (iii) the ILEC Spinco Subsidiaries to Spinco

(including by contributing stock of an entity holding one or more ILEC Spinco Subsidiaries). Spinco shall assume or cause

the applicable Spinco Subsidiaries to assume, and thereafter timely pay, perform and discharge, when and as due, or cause

the applicable Spinco Subsidiaries to thereafter timely pay, perform and discharge, when and as due, all of the Spinco

Liabilities.
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(b) NothinginthisAgreement(including,fortheavoidanceofdoubt,Section6.6)shallbedeemedtorequire
thetransferofanyAssetsortheassumptionofanyLiabilitieswhichbytheirtermsoroperationoflawcannotbetransferred
orassumeduntilsuchtimeasalllegalimpedimentstosuchtransferorassumptionhavebeenremoved.The rights and

obligations of the Parties in respect of removing such impediments (including pursuing and obtaining all applicable consents,

waivers and approvals in connection with the Contribution) and in respect of such Assets and Liabilities to the extent not

transferred on the Distribution Date are set forth in the Merger Agreement and no additional rights or obligations shall be
deemed to arise under this Agreement in connection therewith.

(c) The rights and obligations of the Parties with respect to Intellectual Property Assets shall be governed

exclusively by the Intellectual Property Agreement. Accordingly, Intellectual Property Assets and liabilities relating to

Intellectual Property Assets shall not be treated as Assets or Liabilities for purposes of, or otherwise be governed by, this

Agreement. In the event of any inconsistency between this Agreement and the Intellectual Property Agreement, the terms of

the Intellectual Property Agreement shall control. The rights and obligations of the Parties with respect to Taxes shall be

governed exclusively by the Tax Sharing Agreement and, to the extent applicable, the Merger Agreement. Accordingly,

assets and liabilities relating to Taxes shall not be treated as Assets or Liabilities for purposes of, or otherwise be governed

by, this Agreement (except to the extent included in Current Assets or Current Liabilities as provided herein). In the event of

anY inconsistency between this Agreement and the Tax Sharing Agreement or the Merger Agreement, the terms of the Tax

Sharing Agreement or the Merger Agreement, as the case may be, shall control. Except in the case of Section 2.3 of this

Agreement, the rights and obligations of the Parties with respect to any current or former directors, officers or employees,

anY compensation or benefits and any benefit plans, programs, agreements or arrangements shall be governed exclusively by

the Employee Matters Agreement and, to the extent applicable, the Merger Agreement. Accordingly, assets and liabilities

relating to current or former directors, officers or employees, and compensation or benefits and any benefit plans, programs,

agreements and arrangements shall not be treated as Assets or Liabilities for purposes of, or otherwise be governed by, this

Agreement. The rights and obligations of the Parties with respect to collective bargaining agreements and practices,

including collective bargaining agreements of the Spinco Business, memoranda of agreement and memoranda of

understanding, and the rights and obligations arising under those contracts and practices on benefit plans, programs,

agreements and arrangements shall not be treated as Assets or Liabilities for purposes of, or otherwise be governed by, this

Agreement, and shall be governed exclusively by the Employee Matters Agreement and, to the extent applicable, the Merger

Agreement. In the event &any inconsistency between this Agreement and the Employee Matters Agreement or the Merger
Agreement, the Employee Matters Agreement or the Merger Agreement, as the case may be, shall control.
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• umot_- InconnectionwiththetransferoftheSpincoAssets
Section2.2 _ssum__"_,_'_,_ tt VerizonandSpincoshallexecute,orcausetobe

andtheassumptionoftheSpincoLiabilitiescontemplateaoytm_t_ ....... ,
executed by the appropriate entities, conveyancing and assumption instruments, including quit claim deeds, as Verizon may

deem necessary or desirable (_ that such instruments shall not impose obligations on either Party or grant rights,

through representations or otherwise, beyond those set forth in this Agreement).

Section 2.3 Certain Resi nations. At or prior to the Distribution Date, Verizon shall cause each employee and

director of Verizon and its Subsidiaries who will not be employed by Spinco or a Spinco Subsidiary after the Distribution

Date to resign, effective not later than the Distribution Date, from all boards of directors or similar governing bodies of

Spinco or any Spinco Subsidiary on which they serve, and from all positions as officers of Spinco or any Spinco Subsidiary

in which they serve. At or prior to the Distribution Date, Spinco will cause each employee and director of Spinco and its

Subsidiaries who will not be employed by Verizon or any Verizon Subsidiary after the Distribution Date to resign, effective

not later than the Distribution Date, from all boards of directors or similar governing bodies of Verizon or any Verizon

Subsidiary on which they serve, and from all positions as officers of Verizon or any Verizon Subsidiary in which they serve.

Section 2.4 _ent Finan_"

(a) At or prior to the Distribution Date, Spinco will, in exchange for Verizon causing the transfer to Spinco of

the ILEC Spinco Subsidiaries and the Non-ILEC Spinco Assets, (i_) enter into the agreements associated with the Special

Payment Financing (in accordance with Section 7.18 of the Merger Agreement) and use the proceeds thereof to pay the

Special Payment and (ii_) if the total amount of the Special Payment is less than (_w_)$3.333 billion minu___.__s(x_) the amount of

Distribution Date Spinco Indebtedness, distribute Spinco Securities to Verizon having a principal amount equal to _) $3.333

billion minu_._____s(z) the sum of (A__)the total amount of the Special Payment and (B) the amount of Distribution Date Spinco

Indebtedness. Verizon shall not be obligated to consummate the Distribution unless Verizon shall receive in connection

therewith the Special Payment and a principal amount of Spinco Securities that together total $3.333 billion minu_____sthe

amount of Distribution Date Spinco Indebtedness•
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(b) The rights and obligations of the Parties in respect of pursuing and obtaining the Special Payment

Financing are set forth in the Merger Agreement, and no additional rights or obligations shall be deemed to arise under this
Agreement in connection therewith.

(c) The Parties acknowledge that Verizon reserves the right (in accordance with Section 7.18 of the Merger

Agreement) to enter into arrangements prior to or following the Distribution Date providing for the exchange of Spinco

Securities held by Verizon for debt obligations of Verizon or its Affiliates, or for the transfer of Spinco Securities to other

Verizon creditors or stockholders (the "Debt Exchange"), p_Lovided that, the parties further acknowledge that (i) if Verizon

desires to consummate the Debt Exchange concurrently with the Distribution, Verizon shall not be obligated to consummate

the Distribution unless the Debt Exchange shall be consummated concurrently with the Distribution with respect to a

principal amount of Spinco Securities equal to (x) $3.333 billion minus_ (_) the sum of(A) the total amount of the Special

Payment and (B) the amount of Distribution Date Spinco Indebtedness and (i_i) ifVerizon elects not to pursue the Debt

Exchange at the time of the Distribution or thereafter, Verizon may dispose of Spinco Securities in another manner, but will

in any event dispose of all of its interest in any Spinco Securities within 360 days following the Distribution Date.

(d) At Verizon's election (the "Election"), to be exercised by Verizon no later than 15 days prior to the

Distribution Date _ that Verizon shall have provided the Company no less than 15 days' prior written notice of its

intention to make the Election), notwithstanding any other provision of the Transaction Agreements, the following alternative

transaction structure may be adopted in lieu of the transaction steps currently described in the Transaction Documents to the

extent that such altemative transaction structure does not result in Spinco or the Surviving Corporation incurring incremental
costs or liabilities that are not reimbursed by Verizon:

(i) the entity referred to as Spinco shall be formed by GTE, instead of by Verizon;

(ii)

to Verizon;
the Special Payment shall be an amount paid by Spinco to GTE, instead of being paid by Spinco
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